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OBSERVATIONS ON BUDGETARY CONTROL 
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THE AMERICAN TRADITION 
By Dr. FELIX MORLEY 


UP-TO-DATE DEVELOPMENTS ON THE 
TAFT-HARTLEY ACT 


By THE HONORABLE FRED A. HARTLEY, JR. 


ACCOUNTING TREATMENT OF ACCRUED WAGES 


A REPORT BY THE COMMITTEE ON TECHNICAL INFORMATION 
AND RESEARCH 


ARE RETAIL PRICES TOO HIGH? 
By JosEPH J. MYLER 





















If you did the sewing... 


You’d be sure to get the world’s No. 1 
sewing machine. 

But then—to ease the work of the 
person who does the sewing in your 
home—you undoubtedly have provided 


her with the best! 





If you did the typing... 


You'd be sure to get the World’s No. 1 
Typewriter. 

Perhaps you've already made sure 
that your secretarial staff has Royals— 
the most efficient typewriters ever de- 


signed! 





Royals elick with everyone! 


Popularity! A national survey shows that Royal is the favor- 
ite typewriter among secretaries and typists. Preferred—2 to 
1 over any other typewriter! Your typists will do more work, 


better work on machines they prefer to use! 


Royal efficiency! There are work-saving, time-saving fea- 

tures on a Royal not found on anv other typewriter! Meaning 
higher production per machine! 

Royal durability! These typewriters are really sturdy. Royals 

stand up... spend more time on the job, less time out for 

repairs. With Royal, you get the maximum return for your 


typewriter investment! 


ROYAL~—Morid’s No. 1 Typewriter 
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KE! POST-WAR LIQUID TYPE 





That’s the performance record of the newest Ditto 
liquid-type duplicator. Incorporating improvements 
envisioned before the war, this latest addition to the 
Ditto line delivers up to 140 copies pér minute, three 
hundred and more copies from each master, four colors 
in one operation of anything typed, handwritten, drawn 
or printed—without stencils, mats, or type. When this 
trim, modern duplicator is not in use, receiving tray 
may be folded over drum to protect vital mechanical 
parts from dust and damage. Improved liquid and pres- 
sure control gives you brighter, more legible copies; a 
sturdy reversible feed tray permits faster, easier han- 
dling of any size paper. And changing masters is sur- 
prisingly simple with the new type master clamp. All 
these important advantages of the new Ditto duplica- 
tor add up to substantial savings in time and money. In- 
vestigate now. Contact your local dealer or write direct. 


DITTO, INC., 733 South Oakley Blvd., Chicago 12, 


In Canada: Ditto of Canada, Ltd., Toronto, Ontario 


 OUPLICATOR 





DITTO 


TRADE MARK REG, U, S, PAT, OFF, 


Investigate Ditto Payset, The Machineless 
Payroll System for Small Businesses. 
Write for Semptes. 
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TRAINING 

YOU CAN 

RECOMMEND 
WITH 
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@ When you are asked to recommend an 
accounting course, the educational back- 
ground of the International Accountants 
Society, Inc., will give you complete confi- 
dence. The five men composing our Execu- 
tive Educational Committee are responsible 
for IAS educational policies and activities. 
The sixteen Certified Public Accountants 
composing the IAS Faculty prepare text 
material, give consultation service, or grade 
examination papers. Some give full time. 


ong 


ss = ® 


others part time, to [AS work. Our Advisory 
Board consists of forty outstanding Certified 
Public Accountants, business executives, 
attorneys, and educators, who counsel with 
the IAS Management, on request, about 
technical accounting, educational, and busi- 
ness matters. 


The uniformly high caliber of these men is 
eloquent testimony to the quality of IAS 
training. 





EXECUTIVE EDUCATIONAL COMMITTEE 


JOHN T. MADDEN President, International Accountants Society, Inc.; Dean, School of Commerce, Accounts 

CP.A.. B.CS., M.A., Sc. D and Finance, New York University; Former President, American Association of University 

eBid hey Dehae Oey NEM Oe ™* — Instructors in Accounting; Former President, American Association of Collegiate Schools 
of Business. 


Chairman, Board of .Directors, International Accountants Society, Inc.; Dean Emeritus, 
College of Engineering, Cornell University; Former President, American Society of Mechani- 
cal Engineers; author of ‘‘Cost Finding,” ‘Industrial Economics,” and other textbooks. 


DEXTER S. KIMBALL 
M.E., LED: D:se. 


Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former 
Chairman,- Board of Directors, The Ronald Press Company; Former Director, Department 
of Management, New York University; author of ‘Office Management” and other textbooks. 


LEE GALLOWAY 
B.Sc., Ph.D. 


GEORGE P. ELLIS Practicing Certified Public Accountant; Member of Faculty, International Accountants 
CPA Society, Inc.; Former President, Illinois Chamber of Commerce; Former President, America. 
rere Society of Certified Public Accountants; Former President, Executives Club of Chicago. 


STEPHEN GILMAN 
B.Sc., C.P.A. 


Educational Director, International Accountants Society, Inc.; author of ‘Accounting Con- 
cepts of Profit,” ‘Analyzing Financial Statements,’ ‘Principles of Accounting,’ ‘‘What 
the Figures Mean,” and numerous technical articles on accounting and allied subjects. 


FACULTY 


Stanley E. Beatty, C.P.A. Stephen Gilman, C.P.A. Frank H. Murray, C.P.A. 
Harold W. Boedeker, C.P.A. John A. Hinderlong, C.P.A.  T. N. Perry, C.P.A. 
George P. Ellis, C.P.A. James W. Love, C.P.A. Russell C. Swope, C.P.A. 
C. W. Emshoff, C.P.A. Paul H. Moore, C.P.A. G. E. Taylor, C.P.A. 


J. G. Terry, C.P.A. 

G. S. West, C.P.A. 

Harry H. Westphaln, C.P.A. 
Earl R. White, C.P.A. 











Additional information about this training will be sent to you in booklet form, on request. 


INTERNATIONAL ACCOUNTANTS SOCIETY, rye. 


A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 
CHICAGO 6, ILLINOIS 
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Introducing This Month's Authors 








Dr. C. L. Burrill (“Observations on 
Budgetary Control,” page 612) is head 
of the Budget Department of Standard 
Oil Company (New Jersey), with which 
he has been associated since 1940, and 
which he has also served as a petroleum 
economist in the Coordination and Eco- 
nomics Department. Previously, Dr. Bur- 
rill was assistant professor of accounting 
at the Harvard Business School where 
he taught accounting, statistics and eco- 
nomics, with the exception of one year 
spent in San 
Francisco, where 
he divided his 
time between the 
Standard Oil 
Company of 
California, be- 
ing engaged in 
economic re- 
search, and as a 
junior account- 
ant for the San 
Francisco office 
of Lybrand, Ross 
Brothers and Montgomery. 

Dr. Burrill holds the degrees of Bach- 
elor of Science from the University of 
Washington, and Master of Business Ad- 
ministration and Doctor of Commercial 
Science from Harvard University. 





DR. BURRILL 


The name of The Honorable Fred A. 
Hartley, Jr. (“Up-to-Date Developments 
on the Taft-Hartley Act,” page 619) 
emerged rather | li 
suddenly on the § 
mational scene 
during 1947 
but it is a safe 
bet that it is one 
of a few names 
that will be re- 
membered—by 
proponents or 
Op ponents— 
long after 1947 
has become just 
another postwar 
year. The Taft-Hartley Act, of course, is 
the reason. 

Married at 17, in public office at 21, 
a Congressman at 25, Mr. Hartley had 
been in Congress for 18 years when, this 
past January, he became chairman of the 
Education and Labor Committee of the 
House of Representatives. 

Once a card-holder in a Federal em- 
ployes’ union, he has sponsored legisla- 
tion for the American Federation of La- 
bor, and enjoyed AFL backing in ten 
Congressional elections. But he felt the 
“New Deal” had coddled labor and that 
management must be put on an equal 





MR. HARTLEY 


footing with the unions. Unlike many 
other Congressmen, who fill the hoppers 
with piecemeal labor bills, Hartley held 
out for a single, all-inclusive law and 
pledged, in advance, that his Committee 
would draft legislation which will ‘win 
enough votes to over-ride a veto.” 

Mr. Hartley’s emergence at 44 as a 
veritable “elder statesman’’ was no sur- 
prise to those who had knowledge of his 
amazing career. At 21 he had successfully 
bucked the local bosses in Kearny, New 
Jersey, and won a seat on the town coun- 
cil. Four years later, his bid for nomina- 
tion as Republican candidate for Congress 
from New Jersey's 10th District was op- 
posed by the regular party organizations, 
but Mr. Hartley triumphed in the pri- 
maries as an independent, came out ahead 
on a recount, and remained in Congress 
thereafter. 


Dr. Felix Morley (““The American Tra- 
dition,” page 615) has a distinguished 
record as economist, journalist, and edu- 
cator. Co-Editor 
of Human 
Events, Inc., he 
is also well- 
known to busi- 
ness men as au- 
thor of the col- 
umn,‘ The State 
of the Nation,” 
which is pub- 
lished monthly 
in ‘Nation’s 
Business,” the 
magazine pub- 
lished by the Chamber of Commerce of 
the United States of America. 

Dr. Morley received his A.B. degree 
from Haverford College in 1915. The 
Brookings Institution conferred the de- 
gree of Doctor of Philosophy in 1936. 
During his journalistic career he has 
served on the editorial staff of the Balti- 





DR. MORLEY 





more Sun, as Editor of the Washington 
Post, and Co-Editor of Human Events, 
which position he holds at the present 
time. He received the Pulitzer prize for 
editorial writing in 1936. Dr. Morley was 
made President of Haverford College in 
1940 and served in this capacity until the 
end of the war when he left Haverford 
to devote his full time to Human Events, 
and to study and writing in the field of 
political science. 

Dr. Morley attended, early in 1947, the 
World Economic Conference in Geneva, 
Switzerland, together with many other 
prominent political scientists, philoso- 
phers and economists from all over the 
world. This conference was not spon- 
sored by any particular government, but 
was directed in general toward discus- 
sion of the means of re-establishing polit- 
ical liberalism. , 

Late in September Dr. Morley began a 
series of radio broadcasts, sponsored by 
Sun Oil Company, in which he specializes 
in commentary on foreign news. 


Mr. Joseph J. Myler (“Are Retail 
Prices Too High?’, page 626) speaks 
from a pattern of experience gained in 
some thirty years == 
of business ac- 
tivity in various 
fields, both in 
the midwest and 
the eastern sec- 
tion of the coun- 
try. He is cur- 
rently serving 
as secretary- 
treasurer of 
Neisner __Bros., 
Inc. and is a di- 
rector of the 
company, as well as being chairman of 
the Endowment Investment Committee, a 
Trustee, and a member of both the execu- 
tive and finance committees of Hobart 
College from which he received his B.A. 
degree in 1919. In 1931 Mr. Myler qual- 
ified for an M.A. degree from the Uni- 
versity of Rochester after resuming col- 
legiate study for a period of time. 





MR. MYLER 








Forthcoming Features in “The Controller” 


THE CASE HISTORY OF GENERAL FOODS’ 
COMPANY CONTROLLERS’ CONFERENCE 
By WayNE C. MARKS 


INTEGRATION OF STANDARD COST AND 
MATERIAL CONTROL 
By R. G. SAPPENFIELD 


“REPAIR OR REPLACE” INSURANCE 
By MARSHALL B. DALTON 


IS YOUR FILING SYSTEM EFFICIENT ? 
By RAYMOND A. SPITLER | 
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how WINMIMUMENIL hs Sa'ves\ you money 


Minimum writing 
Minimum handling 
Minimum looking 





You can spend a lot of money on “rec- 
ord-hunting’’—but not with Uarco 
Business Forms! Here’s why: 

1. Uarco forms produce up to 20 
copies so that each department 
may have its own—always close 
at hand. 

2. Information may be blocked out 
on certain copies so that each de- 
partment sees only the facts that 
concern it—no wasted reading. 

3. Copies may be consecutively 
numbered—no looking through 
piles of papers to find the one 
you're after. 


SINGLE SET FORMS — CONTINUOUS-STRIP FORMS 


FOR TYPEWRITTEN AND BUSINESS MACHINE RECORDS 
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with UARCO Business Forms 


But that’s not all! A single writing pro- 
duces all the copies—then a simple oper- 
ation separates them for distribution. 
That’s true of any Uarco Business Form. 
And it makes no difference whether 
your records are hand written, typed, 
or produced on business machines! 
Call your Uarco Representative for a 
survey of your needs. There is no obli- 
gation—and he’ll soon determine the 
best forms for you. UARCO INCcoR- 
PORATED, Chicago, IIl.; Cleveland, 
Ohio; Oakland, Calif.; Deep River, 
Conn. Offices in All Principal Cities. 


For “ astance cee 
Uarco Multi-Fold Continuous Forms cut 
writing and handling time by continuously 
feeding the typewriter while the girl 
types. Equally effective on billing, book- 
keeping, or any business writing machines, 
Multi-Fold Forms put an end to wasteful 
carbon shuffling. 


LARCO 


IN CORPORATEDSO 





AUTOGRAPHIC REGISTERS 
AND REGISTER FORMS 








The 


Controller 








VOL. XV 


DECEMBER, 1947 


= i 





Edttortal Comment 


Creative Approach to Accounting Practices Needed 


HE comment which follows, on the subject of ac- 

counting bulletins issued by the American Institute 
of Accountants, was made by Charles W. Nielsen, con- 
troller of Edgar Brothers Company, of Metuchen, New 
Jersey: 


“Your editorial comment in the November issue of “The 
Controller” on the Accounting Research Bulletins issued 
from time to time by the Committee on Accounting Pro- 
cedure of the American Institute of Accountants is of great 
interest to me and I endorse heartily your approach to this 
problem. 

“The public accounting profession has assumed for many 
years the mantle of authority on accounting matters. I be- 
lieve this circumstance was a natural result of business and 
industry in years past leaving the solution of most account- 
ing problems to the auditor. Management did not recognize 
that intelligent planning and direction by the controller or 
chief financial officer was just as important to the success of 
any business as the contribution made by other departmental 
heads. It is possible that the influence of British accounting 
principles and practices during the first part of this century 
has been a strong deterrent in the development of sound 
business accounting principles and practices in the United 
States. British accounting and bookkeeping methods were 
inherited and passed down to American accountants through 
many of our leaders in the public accounting profession. 

“I have observed and had actual experience with British 
accounting methods, and I believe that it is generally agreed 
that they have been very slow in changing to reflect improved 
thinking along accounting and financial lines. I say this with- 
out intending to deprecate the contribution which British ac- 
countants have made to the original fundamentals of account- 
ing principles. I believe many accountants are still under 
remnants of this influence and have not been subjected to 
modern industrial business practices sufficiently to see the 
impracticability of their ideas. By its very nature the work of 
public accountants does not arouse the creative approach to 
many business problems, and at times they fail to see the cold 
hard facts of the requirements of running a business or indus- 
try on a profitable and progressive basis. 

“TI left the public accounting profession seven years ago 
after having had substantial experience with one of the larg- 
est firms in the world, and consequently can speak with ac- 
tual experience on both sides. 

“The apparent reluctance of the public accountants to work 
with The Controllers Institute on practical business problems 
of a financial and accounting nature seems to be short-sighted 
on their part. For the benefit of all concerned, I certainly 
hope their attitude in this respect will change.” 


There is little that can be added to what Mr. Nielsen 
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says. His comments are in order, and throw consider- 
able light on the situation. 

In the November issue of this publication it was an- 
nounced that in this December issue of this publica- 
tion there would appear the first comments to be pre- 
pared by The Controllers Institute’s Committee on 
Consideration of Mutual Problems with the American 
Institute of Accountants, on recent accounting bulletins 
issued by the American Institute of Accountants. The 
Committee was delayed in preparing its comments. 
They will appear in a later issue. 


Revenue Bureau Procedures Reviewed 


HE Joint Congressional Committee on Internal 

Revenue Taxation recently invited The Controllers 
Institute of America to send a delegation from its Com- 
mittee on Federal Taxation to Washington to confer 
with a sub-committee, on the subject of possible im- 
provements in the administrative processes of the Bu- 
reau of Internal Revenue. Revision of regulations and 
even amendment of the Revenue Act were the objec- 
tives. 

On October 29 ten members of The Controllers In- 
stitute’s Committee on Federal Taxation spent the day 
in conference with the sub-committee of six, during 
which there was a free discussion of practices which 
were considered irksome, by the coritrollers. The full 
effects of the discussions will probably become evident 
within a few months. 

Thus another service of great value to business was 
performed through the good offices of the controllers’ 
national organization. 


Controllers and the Taft-Hartley Act 


S OME progress is being made, it must be recorded, 
in enlightening both employers and employees as 
to what the Taft-Hartley Act actually accomplishes. 
Much has been said and written about it, and gradually 
its provisions are taking effect as enforcement begins. 
The extent to which controllers are being looked to by 
their companies for advice and aid in planning the steps 
to be taken in conforming with the Act is noteworthy, 
but is not surprising, because managements need as 
much help as the unions in adjusting themselves to this 
new law. 
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Some Companies Must Preserve Records Longer 


O N the subject of retention and preservation of rec- 
ords, controllers should note that the regulations 
applicable to this procedure have been amended re- 
cently. 

The amendment was issued by the Division of Liqui- 
dation, Department of Commerce. It is a change in 
OPA—S.O. 189, Section 1. 

The amendment extends the effect of Section 1 by 
requiring preservation of records for approximately 
two more years by companies which were previously 
controlled by OPA regulations. The amendment re- 
quires such companies to keep their records until No- 
vember 9, 1949, or such date as would complete a three- 
year period from the date of de-control. 

The Department of Justice explains that the purpose 
of this amendment is to preserve such records for pos- 
sible use by the Department. 

Great interest naturally has been shown by control- 
lers, through the years, on the subject of retention of 
records. This latest change should be noted carefully. 


Government’s Property Accounting Procedures to be 
Modernized 


sy help of The Controllers Institute of America 
in improving the property accounting procedures 
of the government has been sought by a special com- 
mittee composed of the Comptroller General of the 
United States, Mr. Lindsay Warren; the Secretary of 
the Treasury, Mr. John W. Snyder; and the Director of 
the Bureau of the Budget, Mr. James E. Webb. 

A joint survey has been initiated of the systems and 
practices used by Federal agencies and hy representative 
private industrial and business firms in maintaining 
minimum inventories of supplies and equipment, and 
in insuring effective utilization of such property. 

With the cooperation of the respective agencies, it 
is anticipated that this joint study will develop recom- 
mendations for simplifying and installing more uni- 
formly effective inventory control and property ac- 
countability record systems, giving effect to the best 
elements of the policies and systems now available. 

Suggestions from the respective agencies concerning 
their needs and the most economical and effective ways 
of meeting these needs with a minimum of paper work 
will be sought as a part of this survey, and to that end 
each department and establishment has been requested 
to designate one person as a liaison officer to collabor- 
ate with the Joint Property Accounting Staff and to 
facilitate their contacts with operating personnel in the 
fespective constituent units within that agency. 

Supply, budget, accounting and related operations 
will be covered principally in this survey, which will 
be centered in the Bureau of the Budget. 

This survey is being made because Congress wishes 
to see business methods introduced in the governmental 
agencies, and a certain degree of uniformity attained. 
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Congress wants to know what the inventories are in the 
departments, so as to determine whether they are ex- 
cessive. The information can be used to advantage 
when appropriations are sought. 

This activity is being undertaken under a law en- 
acted in 1883. The plan is to enact new legislation, if 
necessary, to modernize procedures. It seems that very 
little has been done lately along the line of inventory- 
ing supplies and equipment. 

The Controllers Institute has agreed to help in this 
work. A preliminary conference between The Insti- 
tute’s staff and Mr. Milton V. Boone, of the general ac- 
counting office of the comptroller general, served to 
lay the ground work of the program for extending help 
on the part of controllers. The attitude of The Con- 
trollers Institute and of its members is that it is in order 
to help in this worthy undertaking, as another service 
to the government. 


When a Controller Retires 


WU THAT do controllers do, when they retire from 

active service? We have had word from one, Mr. 
Myron G. Shook, for many years with the Glenn L. 
Martin Company, of Baltimore, which throws some 
light on the subject. He has taken up ranching, in Cali- 
fornia. He does not say what he is growing, animals, 
fruits, or vegetables, but it sounds attractive. In addi- 
tion to the ranch, it must be noted, he has bought a 
“little place in town,” 21 miles north of the ranch. The 
address is Modesto, California. This gives rise to the 
question as to just how much ranching he actually is 
doing, as he has installed his daughter and son-in-law 
on the ranch. Maybe he just goes there to ride a horse 
once in a while. 

Mr. Shook wrote that he had read so many obituaries 
of 50-year-old controllers that he decided to postpone 
his own, which is a neat way of saying that the strain 
of carrying controllership responsibilities is terrific, and 
that it is a good thing to get out from under them while 
there is still time to do some easier tasks, and rest the 
brain. 

He says: “The Institute has a swell bunch of fellows 
and I shall miss them. Be sure to remember me to both 
the Baltimore and District of Columbia Controls when 
you have an opportunity. Do not make them feel bad 
by telling them I am just lolling around in the sunshine, 
working when I feel like it, and selling only such fruit 
as we can not eat.” He signs himself, “Private Citizen 
and Taxpayer.” 

Mr. Shook pulled a man’s sized oar in the work of 
The Controllers Institute of America in the late 30’s 
and early 40’s, in addition to the heavy load which he 
was carrying at his company. He is entitled to ease and 
comfort at this stage of life, and takes with him in his 
retirement, which took place in April of this year, the 
best wishes of his many friends. Why not drop him a 
line? His Modesto address is 109 Yale Avenue. 

—AR.T. 





Observations on Budgetary Control 


Budgeting is well established as an in- 
dispensable tool of business management. 
In fact, budgeting is so widely used in 
business today that any discussion on the 
subject before such a group as the Con- 
trollers Institute, runs the risk of being 
boring. Because there are so many types 
of budgets, a treatment of the subject in- 
volving matters of technique and proce- 
dures necessarily would have-to be con- 
fined to a small segment of the field. On 
the other hand, a broad treatment of 
budgeting might well result in statements 
of principles with which we are all fa- 
miliar. 

The title for these observations was se- 
lected with a consciousness of these haz- 
ards. What I shall say about the subject 
is partly theoretical and partly practical 
in the sense that it is related to the cur- 
rent experience of the budget administra- 
tor. 


OBJECTIVES OF BUDGETING 


Like other business techniques, budget 
procedures, to be effective, must be de- 
signed in the light of the objectives de- 
sired. A brief review of the objectives of 
budgeting, therefore, is pertinent to this 
discussion. Budgeting has two major ob- 
jectives. Some budgets are designed to 
provide a means of coordinating the vari- 
ous branches of a business. Others are 
designed to control a particular activity 
of a business. A common example of the 
first group is the so-called operating 
budget which is essentially a plan of ac- 
tion for the business as a whole. The 
operating budget is based upon forecasts 
of sales. It considers inventories, manu- 
facturing costs and purchases and, finally 
results in a predicted profit and loss state- 
ment for the future period, and a balance 
sheet at the end of that period. This type 
of budgeting attempts to bring about 
physical coordination of the business so 
that all departments will be acting as 
parts of an integrated unit. The financial 
forecasts resulting therefrom also make it 
possible to achieve financial coordination. 

A common example of the second 
broad group of budgets is the so-called 
variable budget which is designed to con- 
trol a portion of the business: that is, to 
measure performance in that portion of 
the business. To control an operation it 
is necessary to have a standard of per- 
formance with which actual results can be 
measured. The technique essentially is 
statistical and involves the use of past 
experience in setting standards for meas- 
uring future performance. Preferably, 
such standards should be predetermined 
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for the range of volume of output ex- 
pected, so that actual results can be com- 
pared with standards set at the actual 
level of output. Also, in order to elimi- 
nate variations caused by changes in 
prices, the standards should be expressed 
in physical units where it is practicable 
to do so. 

In too many cases, I believe budget 
systems are installed with the hope that 
both of these objectives will be achieved. 
In these cases the common operating type 
of budget is looked upon as a device that 
will accomplish coordination and, at the 
same time, will provide a measure of 
performance. It does not necessarily fol- 
low that a budget designed particularly 
for coordination purposes is satisfactory 
for control. In fact, the likelihood is that 
the two purposes cannot often be achieved 
with the same procedure. 

A budget designed to bring about co- 
ordination is, for any department, a plan 
of action which is coordinated with plans 
of other departments to bring about a 
common objective. If the economic and 
political factors upon which the original 
plan were based have changed materially, 
the operating budget must be changed 
also if coordination is to be achieved. 
The original operating budget for a de- 
partment should not be used as a stand- 
atd of performance by comparing it with 
the actual results, unless the factors upon 
which it was based have not changed, or 
unless it is possible to explain the dif- 
ference over which a particular depart- 
ment had no control. The economic fac- 
tors affecting sales estimates are changing 
constantly. Therefore, sales estimates and 
operating budgets based upon them, al- 
though prepared with the greatest care, 
are likely to differ significantly from ac- 
tual results. Explaining the differences 
between the original budget and actual 
results involves the selection of units of 
measurement for each department of the 
business. Because unlike things cannot be 
coordinated, a budget system designed to 
achieve coordination of the various parts 
of the business must use the same budget 


unit, or units in all departments. In most 
businesses the unit used for coordination 
purposes is dollars, but in some com- 
panies it is possible to achieve physical 
coordination of the business by stating 
the budget in physical units, that is: in 
units of output. This should be done 
where possible because it eliminates com- 
plications brought about by changes in 
prices. The use of dollar signs cannot be 
completely avoided, however, because 
they are necessary for forecasts of finan- 
cial position which are particularly im- 
portant today. 

Whereas the coordination type of 
budget should be expressed in similar 
units throughout the entire business, this 
is not necessary and may not even be de- 
sirable where the objective is to measure 
performance. The most effective unit to 
use for measuring performance is the one 
which most accurately reflects the nature 
of the operation performed. Since the op- 
erations of departments differ from each 
other, it is likely that more than one unit 
of measurement will be required. In 
some departments the most satisfactory 
unit of measurement may be labor-dollars, 
in others labor-hours, and in others ma- 
chine-hours, depending upon the opera- 
tions performed. In general, budget pro- 
cedures involving measurement of per- 
formance can be treated as isolated cases. 
In fact, in some businesses, the control 
of expense is not solely the responsibility 
of the budget department or of the budget 
officer. Instead, this responsibility is 
shared with operating executives or tech- 
nical groups under their supervision that 
are closer to the scene of action. This 
method of handling the problem has 
merit chiefly because it tends to differen- 
tiate the control of expense from the 
overall problem of coordination. 

So much for the objectives of budget- 
ing. I introduced the subject with the 
foregoing discussion because I believe 
that a clear understanding of the objec- 
tives, and limitations, of a budget proce- 
dure is of primary importance. Current 
problems in the field of budgeting have 





of low volume is experienced. 





WATCH BUDGET CONTROLS! 


Rising taxes and current emphasis upon increasing output have tended to 
weaken corporate budget procedures, according to Dr. Burrill, who is head of 
the budget department of the Standard Oil Company (New Jersey). In a re- 
cent address on the subject before the members of the New York City Control, 
he cautioned all budget administrators to resist any pressure to relax controls, 
so that the budget machinery will be effective and in good order when a period 
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their origin in events which took place 
during and since World War II. It is not 
necessary here to discuss the events which 
brought our problems upon us, so that I 
shall confine myself to a statement of the 
important budget problems and a review 
of each. 


ACCURACY OF FORECASTS 


Some people believe that the uncer- 
tainty of forecasts constitutes a major 
budget difficulty today. The possibility 
that sales forecasts will be in error is, of 
course, a problem which always exists in 
budget work. In view of the economic 
and political uncertainties present in the 
world today, forecasting, even though 
necessary, is hazardous at best. Although 
current forecasts in most businesses are 
likely to be less accurate today than we 
would desire, some industries are operat- 
ing at capacity so that sales forecasts are, 
in effect, estimates of supply. In such in- 
stances, sales estimates may be more re- 
liable than they normally are. Certainly, 
the accuracy of forecasts is a matter of 
concern in budgeting and every effort 
should be made to make them reliable. 
Nevertheless, I believe that in too many 
instances the usefulness of budgeting has 
been questioned because of the necessity 
of revising sales forecasts. If we accept 
the statement made earlier that an operat- 
ing type of budget is designed chiefly to 
achieve coordination of the various parts 
of the business, the fact that an estimate 
must be changed should not be looked 
upon as a condemnation of budgeting. 
Instead, the revision of the budget should 
be considered a necessary step to accom- 
plish current coordination of the busi- 
ness. There is nothing sacred about an 
original sales forecast. If the factors upon 
which it was based have changed mate- 
tially, the forecast should be revised, 
otherwise effective coordination is impos- 
sible. Likewise, in control types of budg- 
ets, if the standards of measurement be- 
come unreliable, they should be revised, 
otherwise effective control is impossible. 


IMPORTANCE OF FINANCIAL FORECASTS 


The most important budget problems 
today arise from the fact that both prices 
and volume have increased considerably 
over pre-war levels. In reporting to their 
stockholders many companies have em- 
phasized the fact that profit figures in- 
clude charges for depreciation based upon 
costs which are considerably lower than 
current replacement values. The larger 
amounts needed to replace plant, plus the 
additional funds required for expansion 
to meet the increased demands of consum- 
ers, plus the added amounts of working 
capital necessary because of higher costs 
of material and labor and the increased 
volume, have placed a heavy burden upon 
the financial resources of most companies. 


Financial coordination of a business 
through forecasts of profits and other fac- 
tors, resulting in estimates of the changes 
in working capital are more important to 
management today than ever before. Such 
data are derived from the operating 
budget, the physical capital budget, and 
estimates of any special financial trans- 
actions not covered by these two basic 
budgets. In businesses where capital in- 
vestment is large relative to operating 
costs, forecasts of financial position for 
more than a year, perhaps as much as five 
years ahead, are desirable in order to pro- 
vide management with the data necessary 
for making decisions of a financial nature. 
It follows, of course, that forecasts of 
financial position should be revised when 
necessary to bring them up-to-date. 

Forecasts of financial position can be 
used for several purposes. They are use- 
ful in providing an indication of the ade- 
quacy of working capital, and as a check 
upon the total amount of capital expendi- 
tures under consideration. Also, they are 
helpful in determining the amount of 
new capital needed in a business. 


BUDGETING OF PHYSICAL ASSETS 


Budgeting of physical capital has as- 
sumed greater significance today, not only 
because it provides an essential part of a 
financial forecast, but also because higher 
costs and volumes have increased the 
amount of money involved. Effective 
physical capital budgeting involves the 
formal presentation of proposed expendi- 
tures and the review of such proposals 
by management with two objectives in 
mind. First, it is necessary to review the 
proposed projects in relation to other 
physical characteristics of the business in 
order to be sure that coordination is ade- 
quate. Secondly, each proposal should be 
rated in terms of its effect upon earnings, 
so that only the most profitable projects 
will be undertaken. In general, proposed 
capital expenditures will be carefully 
scrutinized if in the review of each the 
following questions are answered atis- 
factorily: 


a) Why do it at all?—W hat are the chief 
arguments for making the investment? 

b) Why do it in this way?—What are 
the alternatives and the investment 
amounts and profits of each? 

c) Why do it now?—Could it be de- 
ferred and at what cost? 


The third question is particularly im- 
portant now in view of the shortages of 
capital in many companies. 

In reviewing physical capital budgets it 
is essential to recognize that not all proj- 
ects showing a profit can be undertaken. 
Estimates of the return on the investment 
vary widely and, theoretically at least, can 
be anything greater than zero. Because 
some investments will subsequently prove 
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to be unprofitable either because the esti- 
mates were wrong or because conditions 
changed, it is necessary to select some 
rate of earnings below which projects will 
not be considered. Obviously, this rate 
must be high enough to more than offset 
those projects that fail to show a profit. 
Establishing such a rate constitutes a ma- 
jor problem in physical capital budgeting 
at the present time. 

In general, new physical assets are 
added to a business either to make larger 
volume of output possible or to reduce 
costs of operation. Where there is a lim- 
itation on the amount of funds available 
for physical capital investment, the tend- 
ency today is to emphasize those projects 
which will increase the output, and to 
place in a secondary category those proj- 
ects which will reduce costs. Although 
this tendency may be dictated by finan- 
cial considerations, it is important to rec- 
ognize that sooner or later capital invest- 
ment for cost reduction purposes will be 
necessary if a company is to maintain 
itself in a strong competitive position. 
This is particularly true today, and in the 
foreseeable future, in view of the rigidity 
of labor costs. It is also important to 
recognize that placing cost Bi, Pe in- 
vestments in a secondary category tends 
to weaken other efforts constantly being 
made to reduce operating costs. 

Placing projects designed to reduce 
costs in a secondary category has the ef- 
fect of raising the rate of earnings neces- 
sary before projects will be considered. 
Aside from the fact that funds may not 
be available, a high degree of selectivity 
in physical capital budgeting is particu- 
larly desirable today. Construction costs 
are extremely high and once incorporated 
in the books of account they will affect 
profits for a considerable period ahead. 
Also, the general price level is far above 
any previous average experience so that 
estimates of earnings submitted with proj- 
ects are probably not reliable indications 
of what may happen over the lives of the 
investments. The returns on investment, 
therefore, are subject to more risk than 
usual and are comparable to lower rates 
of return during periods of more normal 
business. A substantial drop in the price 
level would seriously reduce the returns 
estimated on many capital investments 
made today. Caution is indicated by the 
circumstances, therefore, and greater se- 
lectivity in capital budgeting is necessary. 

Another current problem in the field 
of capital budgeting arises because so 
many projects ultimately cost consider- 
ably more money than estimated at the 
time they were approved. Often these 
large overruns are entirely the result of 
higher wages and material prices over 
which the company had no control. The 
problem today is how to handle these situ- 
ations from a budget standpoint. Obvi- 
ously, a capital budget procedure must 
provide some latitude to cover overruns, 
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otherwise almost every project would have 
to be reviewed again when it was dis- 
covered that the cost would exceed the 
original estimate. The flexibility required 
usually takes the form of a small per- 
centage allowance, that is, five or ten per 
cent. There is a tendency today to relax 
the control over projects under construc- 
tion, particularly to the extent that the ad- 
ditional costs are caused by factors over 
which the operator had no control. Weak- 
ening of control over such projects would 
be a mistake, in my opinion, chiefly be- 
cause another review of the project at 
the time the higher costs were discovered, 
and before the job was completed, might 
well result either in abandonment of the 
project or in a reduction of its scope. 
Higher costs than originally estimated 
might well make the project unattractive 
from an earnings standpoint. 


CURRENT EMPHASIS UPON VOLUME 


The emphasis upon volume of output 
today in many companies arises from the 
fact that during the war almost all busi- 
messes were under great pressure to in- 
crease volume. Cost control was a sec- 
ondary consideration because, above all 
things, it was necessary to win the war. 
Since the war ended many businesses have 
continued to operate at capacity levels and 
demands have exceeded output in many 
cases, so that the volume of production 
has continued to receive major emphasis. 
For some businesses, therefore, cost con- 
trol has been a secondary consideration 
for as long as five years. This has had a 
general tendency to weaken budget pro- 
cedures or to lessen the effectiveness of 
existing procedures to carry out the pur- 

oses for which they were designed. Un- 
doubtedly, those engaged in budget work 
are aware of the pressure brought to bear 
upon budget procedures in order to bring 
about higher volumes of output. It is im- 
portant for budget administrators to have 
in mind that at some future date volume 
will not be so important, and manage- 
ment’s efforts will be engaged primarily 
in reducing costs. If the budget proce- 
dures have been weakened to the point 
where they can no longer be effective as a 
means of controlling expense, steps should 
be taken now to strengthen them so that 
a period of low volume can be properly 
weathered. 


EFFECT OF HIGH TAXES 


Another tendency affecting control of 
expense today arises from the fact that 
personal income tax rates are at a high 
level. With such high rates of taxation 
it is not possible, in most cases, ade- 
quately to reward achievement with sal- 
ary increases, because take-home pay re- 
sulting from the increase would be rela- 
tively small. The tendency, therefore, is 
to loosen control of expense, either by 
supplying Ospatcanere formerly not pro- 
vided, or by generally diminishing ef- 








forts placed upon expense control. The 
budget administrator should resist any re- 
duction of efforts to control expense even 
though he recognizes the origin of the 
tendency to do so. 


SUMMARY 


It is essential to good budget adminis- 
tration that the objectives and limitations 
of any budget procedure be clearly under- 
stood. Owing to the financial burden re- 
sulting from higher prices and volumes 
today, financial forecasts are more impor- 
tant to management than ever before. 
The current problems of budgetary con- 
trol arise chiefly from the emphasis upoa 
increasing output and from the fact that 
ptices are high. The present emphasis 
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upon volume has tended to weaken 
budget procedures, and rising costs have 
increased the need for adequate control 
over capital expenditures. Budget admin. 
istrators should resist pressure to relax 
controls so that they will be effective 
when a period of low volume is experi- 
enced. 

In conclusion I should like to stress the 
importance of budgeting in business to- 
day. As the technique of budgeting has 
been developed over recent years, the 
budget administrator has grown in im- 
portance as an advisor to management. 
At present, because of the uncertainties 
facing most businesses, he has greater op- 
portunities than ever before to serve his 
company. Much depends upon how well 
he carries out his responsibilities. 


Corporate Earnings Figures Held Deceptive, 


Inventory Gains ‘ 


Figures on current corporate profits 
“are not all that they seem,” the National 
City Bank of New York asserts in its 
Monthly Letter. The figures, the bank 
explains, frequently reflect inventory profit 
and are “overstated” through inadequate 
estimates of replacement costs. 

“The current figures on corporate prof- 
its continue to be a subject of active—at 
times even bitter—controversy,” the bank 
points out, ‘‘with criticism ranging all the 
way from intemperate charges of ‘extor- 
tion’ and: ‘robbery’ to milder suggestions 
that business is ‘making too much money,’ 
and ought in the general interest either 
to cut prices or to raise wages and so 
help to sustain consumer purchasing 

wer. 

It will be agreed that the wage earner 
has as much right as management to wish 
and to strive to set aside reserves for a 
“rainy day,” the letter states. The ques- 
tion, however, of “who gets what’’ out 
of corporate earnings, it adds, “is a mat- 
ter for mutual agreement and bargaining 
between the management and workers of 
the individual industries concerned.” 

“We know of no way of laying down 
hard and fast rules for determining just 
how much workers shall earn and save, 
any more than of laying down similar 
tules for corporations. 

“The main point to be made, however, 
is that the profits themselves are not all 
that they seem,” the bank continues. “In 
the first place, they contain or reflect a 
substantial measure of inventory profit, 
which represents a highly illusory gain 
that can be changed quickly to a loss when 
prices turn down. According to the De- 
partment of Commerce’s national income 
figures, the factor of inventory profits 
amounted to $4,700,000,000, or 38 per 
cent. of the estimated total corporate net 
income in 1946. Whereas the total cor- 
porate profits of $12,200,000,000 in 1946 


‘Highly Illusory” 


were widely publicized as the largest on 
record, if allowaance is made for these 
inventory adjustments the Department of 
Commerce figures show that the net in- 
come from operations was actually lower 
than in 1945, 

“Second, there is real question as to 
the extent to which earnings as currently 
reported are being overstated because of 
the fact that depreciation charges are com- 
monly based upon original costs of plant 
and equipment and thus are wholly inade- 
quate in view of the present level of re- 
placement costs. While some companies 
have attempted to adjust for this situa- 
tion by special reserves of one kind or 
another, this involves complicated ac- 
counting and tax questions, which are 
now being studied by a special committee 
of the American Institute of Accountants. 
Treasury Department regulations require 
that depreciation charges claimed as de- 
ductions for tax returns must be based 
upon original costs.” 


Aides Named for Tax 
Study for Congress 


The Congressional Committee on In- 
ternal Revenue Taxation has chosen four 
men to study the Federal tax collecting 
system. The last Congress directed the 
Senate-House committee to study en- 
forcement of the laws and to determine 
the personnel needed to insure the maxi- 
mum net return to the Treasury. 

The men chosen to make the study are 
Henry Herrick Bond, Boston attorney; 
Norman L. McLaren, San Francisco, ac- 
countant; William J. Carter, Atlanta, ac- 
countant; George W. Mitchell, Chicago, 
tax economist. : 

An additional member may be selected 
later, the committee said in a statement. 
A staff is being organized to assist in the 
study, the committee statement added. 
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The American Tradition 


The subject that I want to discuss, 
under the general heading of ““The Amer- 
ican Tradition” is control in the larger 
sense of the word. It is the larger issue of 
control by the citizen over his govern- 
ment, and I should think that in due 
course the influence of an Institute such 
as this, and of chapters throughout the 
country, in our important centers, of men 
like yourselves, would lead not merely 
to an improvement in our business prac- 
tices, important as that is, but also to a 
general strengthening of the feeling of 
the obligation which rests on our people 
to control the destinies of their own coun- 
try. 

This question of control, of course, 
really in the last analysis, comes down 
to the simple issue of self-control, a 
phrase that we have been brought up on 
but the full significance of which we 
sometimes forget. 

I shall venture to recall to you a re- 
mark which Madison made. You will find 
it, if you are interested in checking up, 
in No. 39 of the Famous Federalist Pa- 
pers, in which Madison stated that “We 
rest all our political experiments on man- 
kind’s capacity for self-government.” 

In other words, our country was 
founded on the belief and in the assump- 
tion that man can control himself, and 
that belief is mirrored in all of our in- 
stitutions. Every one of our governmental 
institutions is based on the assumption 
that man is a responsible individual and 
is able to control himself. That is an 
assumption, of course, directly opposite 
to the basic assumption of the totalitarian 
philosophy, particularly as exemplified by 
Russia today, which is that man is in- 
competent to control himself and there- 
fore it is the duty and function of the 
state to control man for his own benefit. 
Our political philosophy is exactly the 
opposite of that. 


RESTRICTED POWERS 


If you will take the trouble to look up 
the Constitution—and it is something 
which is worth rereading every once in 
a while, not as children, in a mechanical 
way, but to read it with a mature view- 
point, and perhaps it would be worth 
while to give it the same analysis you 
give your company balance sheets—you 
will notice that in the very first article 
of the Constitution, the word “No” oc- 
curs 17 times, for the most part, in the 
sense of applying a definite restriction 
to government. 

Those restrictions on the power of gov- 
ernment, established to insure that the 
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individual should not be fettered by gov- 
ernment, run like a theme song through- 
out our entire Constitution and through- 
out all our political institutions, and they 
are the political expression of Madison’s 
assertion that we rest all our political ex- 
periments on mankind’s capacity for self- 
government. 

What is the alternative to self-govern- 
ment? If man is not competent to gov- 
ern himself, he is going to be governed 
from the outside, from a distance. There 
is no other alternative. If your companies 
are not adequately controlled by your- 
selves and other responsible officers, the 
result is, in the long run, disintegration 
and disappearance from the business 
scene. It is no less true of the greater in- 
stitution to which we all owe allegiance 
and by which we are all sheltered. No 
less true that, unless our Republic is 
given the support of the spirit of self- 
government on the part of its citizens, its 
basic characteristics will alter. The basic 
characteristic of the United States will be- 
come not one of self-government but one 
of government from some distant center, 
some capital far away which we don’t 
see very often and with the officials of 
which we are not familiar. 

The crisis in which the world finds it- 
self at the present time, is that of a clash 
between two hostile schools of thought. 
Our school of thought holds that man is 
a responsible person. It has, of course, a 
deep religious background and goes back 
to the assumption that there is something 
of the divine in every man, as was be- 
lieved by all of those who first came to 
this country for religious reasons. Now 
we ate engaged in a very definite final 
struggle with a school of thought of ex- 
actly opposite character. And we must 
realize that the division is not really along 
nationalistic lines; is not so much be- 
tween the United States as such and 
Soviet Russia as such. 

Talk of war between these two nations 
is a gross over-simplification in some re- 
spects, and in other respects, it is a gross 
exaggeration. We have moved during the 


past few years, as a result of the last war, 
into another era of history, in which the 
great crisis of mankind, the great issue 
before the world, is that you have those 
two philosophies in conflict; the philoso- 
phy that the individual is more important 
than the state and that the state is created 
to serve and assist in the development of 
the individual; on the other hand, the 
school of philosophy which thinks the 
individual is utterly unimportant and 
maintains that the thing to do is build up 
a totalitarian state to control and direct 
him for his own benefit. 

Do you believe in self-government? 
Or do you believe in government over 
which you have no control whatever ? The 
issue sounds pretty simple, put into those 
words, and yet, every day, we see indica- 
tions that we, as a people, are losing our 
grip, our control, if I may come back to 
that word, of our fundamental institu- 
tions. 

Recently I clipped from the New York 
Times a small story which happens to 
throw this issue into relief, but you 
could select something from almost every 
edition of every newspaper in the country 
if you wished to take some other exam- 
ple. This clipping in my hand refers to 
some organization I know nothing about, 
called “Friends of Democracy.” 

Its founder and national director made 
a statement in which he gives people a 
formula on “How To Recognize an 
American Pro-Facist.” There are certainly 
a number of things in this statement 
which we would all agree would help to 
identify a facist. 

But it contains the amazing assertion 
that, among the things which identify a 
facist, in the opinion of this particular 
individual, is speaking of this country ‘“‘as 
a republic and not a democracy.”’ That is 
a perfectly extraordinary statement to 
anyone who has any sympathy with or 
any feeling whatsoever for the American 
tradition of government, and I shall take 
a couple of minutes of your time in try- 
ing to show why. How anybody could 
put out a statement of that sort in a coun- 





today’s clash of ideas. 
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As this year of stresses and strains, both national and international, draws to 
its close, it is a fitting time to consider, with Dr. Morley, the American tradition. 
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| Dr. Morley will help to clarify our understanding of the basic factors behind 
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try like America, if he is familiar with its 
institutions and purposes of government, 
is really difficult to see. 

If you go back to the work of the men 
who wrote the Constitution of this coun- 
try—a hundred and sixty years ago they 
met in convention, in Philadelphia, in 
1787, and continued working through 
that long, hot summer until the Consti- 
tution was finally ready for ratification by 
the states, in September of 1787—if you 
read through their deliberations and doc- 
uments as available to us, you will see 
that the one point the founders of this 
country were absolutely insistent upon 
was that minorities should be protected 
in this country against tyranny of any 
kind. Minorities of every sort were to be 
protected including, and perhaps, more 
than anything else, the possible tyranny 
of the majority over the minority, because 
the tyranny of the majority over the mi- 
nority can be the most terrible of tyran- 
nies. 

The tyrannies of the Spanish Inquisi- 
tion, which can scarcely be denied, I 
think, were applied with the acquies- 
cence, at least, of the majority of the peo- 
ple at that time. The tyrannies of the 
facist regime in Italy were certainly ap- 
plied with the acquiescence of the major- 
ity of Italians, against the heartfelt wishes 
of many of them but still with majority 
acquiescence; the same in Germany with 
the tyrannies of the Nazi regime, and the 
same in Russia today. I do not say that 
any of these persecutions had or have the 
support of the majority, but I do empha- 
size the acquiescence of the majority. 
Nothing is easier, when you get an un- 
scrupulous government in power, than to 
secure the acquiescence of the majority of 
the people. The founders of our republic 
were very familiar with that fact, and 
therefore they took great pains through- 
out the entire Constitution to see that mi- 
norities should be protected. 


MINORITY PROTECTION 


They knew that from the minority, 
whatever it may be, racial, religious or of 
whatever character, whether it be the 
small minority which produces the poets 
of the country, or the small minority 
which produces the inventors or those 
who grow better flowers than anybody 
else, it doesn’t matter what the field— 
they knew that human progress always 
comes from the minority, and unless the 
minority is protected, progress stops. So 
we took great pains, in writing our Con- 
stitution, to see that we should not be a 
political democracy if democracy means 
the unrestricted rule of the majority. So- 
cially, this country has always been demo- 
cratic. We forbade any titles in our Con- 
stitution. Always, socially, democratic, but 
politically we have been a republic and 
never a democracy if that means that the 
majority shall be allowed to put through 


any project they wish to put through. 

Since this word democracy is abused 
so frequently nowadays, let us consider 
one or two political facts which show 
that our chief contribution to mankind 
has not been the development of a politi- 
cal democracy. A democracy, if the word 
has any political meaning, implies unre- 
stricted majority rule. It means the major- 
ity shall control. 

But our President can be elected on a 
minority vote, and has been frequently 
elected on a minority vote if you take the 
electorate as a whole, due to the apathy of 
the electorate. When he is in office, the 
President can veto any legislation passed 
by both Houses of Congress even though 
passed by a substantial majority, and it 
requires a two-thirds majority of both 
Houses of Congress to override that veto. 

Not only that, but as far as the Senate 
is concerned, you have a situation where 
the two senators from Nevada, with a 
population of 125 thousand people have 
exactly the same voting strength as the 
two senators from the State of New York, 
with a population of over 15 million peo- 
ple. In overriding a veto it would take 
the votes of both the senators from New 
York to cancel out the vote of one sena- 
tor from Nevada, as an illustration, and 
not meaning to say that in any actual vote 
the line-up would necessarily be that way. 

In the institution of the Supreme 
Court, again, there are nine appointed 
judges who are not elected, and a bare 
majority of those nine judges can effectu- 
ally nullify any legislation passed by both 
Houses of Congress. That is certainly not 
democracy in any literal sense of the 
word. Take clause after clause in our Con- 
stitution and particularly the first ten 
amendments of the Constitution, the so- 
called Bill of Rights, ordaining that Con- 
gress shall pass no law interfering with 
the freedom of the press or assembly. 
What does this mean in political terms ? 
Simply that no matter how greatly the 
majority in this country are swayed by 
passion or prejudice at any particular 
moment, and no matter how great that 
prejudice, they are not allowed under the 
Constitution to curtail the rights of the 
minority in respect to certain fundamental 
aspects of human freedom. 

Now I suggest that it becomes a serious 
matter when a people whose government 
is based on abstract ideas ceases to know 
what those ideas mean and uses words 
which carry no thought content whatever. 
You gentlemen who are accustomed to 
treating things precisely, and having your 
words and figures mean something, can 
readily appreciate to what utter confusion 
you would reduce your controls if you did 
not know what the words meant which 
you were using. 

Today the word liberal has come to 
mean in popular parlance one who advo- 
cates more and more extension of govern- 
ment controls over the people with less 
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and less liberty remaining for the in- 
dividual citizen. That is a complete dis. 
tortion of the original and correct mean- 
ing of the word. One reason why we are 
having so much difficulty with Russia at 
the present time, I think, in a political 
sense at least, is that we do not under- 
stand the words we are using, as when we 
say to the Russians that we stand for a 
democratic system. The Russians of course 
reply that their system is also democratic, 
that they had an election in Poland where 
only three per cent. voted against the gov- 
ernment and what could be more demo- 
cratic than that? I venture to say that if 
I asked for a definition of democracy 
from this group of highly intelligent peo- 
ple, half of you would have hesitated to 
give any definition and half of you would 
have given completely different defini- 
tions. 

Yet we emphasize words which obvi- 
ously we do not understand and never 
emphasize the greatest contribution Amer- 
ica has made to the progress of civiliza- 
tion: the protection of minorities from 
tyrannies of every sort. If we would only 
say to the Russians that we will not toler- 
ate a form of government in Poland, 
Yugoslavia or Korea in which minorities 
are not protected, what would the Rus- 
sians say to that? They have no intention 
of protecting minorities. 


UNDERSTANDING NEEDED 


I emphasize this because if you live 
under a government which is based on 
ideas, you must acquire an understanding 
of those ideas or your controls loosen and 
cease to have any meaning whatever. Just 
as the digit five must always indicate five 
fingers or five cups or five tables or five 
individuals, so that you know when you 
see the figure five what it means, so our 
words must identify our political terms 
with precision of thought. 

Let us consider the same point from 
another angle, although it is admittedly a 
little difficult. You are all familiar with 
the word sovereignty. In political science 
you speak, for example, of the sover- 
eignty of a state, which means its superior 
power; that is, the power against which 
there is no recourse, the fact that the state 
is the residual source of power in the 
present political order. 

It is characteristic of the American 
form of government and a most impot- 
tant characteristic of our form of gov- 
ernment, that you cannot locate sover- 
eignty in any organ of the government. 
Ours is the only government in the his- 
tory of mankind where you cannot locate 
sovereignty. The final definition of su- 
preme authority with us rests with no in- 
dividual and in no institution. We can 
and do speak of the sovereignty of the 
people. It is true, in the last analysis, that 
the people do decide, but public opinion 
cannot be called a sovereign power. 
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The President is not sovereign, because 
his veto can always be overridden. The 
Congress is not sovereign, because the Su- 

reme Court can always override any ac- 
tion of the Congress. The Supreme Court 
is not sovereign, because it can only act 
in a negative way and not a positive way, 
and it cannot initiate legislation. The con- 
ventions called for amending the Con- 
stitution cannot be called sovereign, be- 
cause they only meet to act on a particular 
proposal, such as the present one for lim- 
iting the presidential tenure of office to 
two terms. 


WHERE Rests SOVEREIGNTY ? 


As many political students have pointed 
out, you cannot locate sovereignty in any 
organ of the American Government. Now 
what does that mean? 

The only conclusion you can draw was 
well known to the men who wrote the 
Constitution of this country. It is that the 
life of this Republic depends, in the last 
analysis, on voluntary agreement among 
the people, on agreement between differ- 
ent political parties, on agreement be- 
tween management and labor, on agree- 
ment between whites and negroes, Jews 
and Gentiles, Catholics and Protestants, 
on agreement among and between every 
element in our society. That is what Madi- 
son meant when he said that we rest all 
our political experiments on man’s capac- 
ity for self-government; because if you 
know how to govern yourself, you know 
how to work out an agreement with the 
other fellow. You don’t lose your tem- 
per, or at least, you keep it under general 
control. We keep coming back to the im- 
portance of that word “control.” To 
achiéve agreement is to go forward, and 
sometimes, if no principle is at stake, you 
are warranted in making some compro- 
mise in order to reach an agreement, not 
merely because it is intrinsically desirable 
in itself, but because, under the American 
system, agreement is necessary to our 
progress as a nation. 

In every other country you can men- 
tion, sovereignty can be located; in Rus- 
sia, for example, in the Council of Com- 
missars, where emphasis is not on agree- 
ment in the body politic but on submis- 
sion. 

In England, to which I would like to 
turn for a few minutes because Great 
Britain has a most liberal form of gov- 
ernment, more has been done for free- 
dom than in any of the other European 
countries, with the possible exception of 
France. Nevertheless, I want to point to 
one great difference between the English 
system of government and our own. It 
rests in this issue of sovereignty that I 
have been speaking about. 

In our country sovereignty cannot be 
traced to any individual or to any in- 
stitution, but in England, Parliament is 
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the sovereign power. The King-in- 
Parliament is the historic phrase, though 
through evolution the king has become 
a figurehead. In two hundred years he 
has not dared to veto an act of Parlia- 
ment. Up to 1911 the House of Lords 
had a considerable power in legislation 
in England, but now has only a delaying 
power. 

You have the situation in England at 
the present time that the sovereign power 
rests in the majority in the House of 
Commons, and any Act the House of 
Commons passes is the law of the land 
without any question. England has no 
written constitution and no constitutional 
guarantees comparable with our Bill of 
Rights for the individual. England in that 
sense, is much more of a democracy than 
we are, much more a political democracy, 
using and choosing words carefully. Eng- 
land is much more of a democracy than 
we are, because England has none of the 
checks on majority rule as exercised by us. 


ENGLISH TRENDS 


I want to try to bring out to you some 
of the things that are happening in Eng- 
land as a result of that. What is happen- 
ing is a great economic change because, 
in England, a class party of a new type 
has come to power. 

Now anybody who knows England and 
English history should not be surprised 
that a class party is in power. The politi- 
cal history of England is the history of 
class parties. The Tory Party represented 
the land-owning class. The Whig Party 
historically represented the rising com- 
mercial and industrial interests. There- 
fore, it was very natural, and certainly 
no one would dare to condemn the fact, 
that Labor developed its own party and 
now by the turn of the political wheel, 
has come to authority. 

The Labor Party recently met at Mar- 
gate, in England. Perhaps you recall the 
very inflammatory speech made there by 
the Minister of Fuel, when he said that 
the only men who count in England are 
trade unionists, and “I don’t give a tink- 
ers damn about the rest.” 

Now that is a natural reaction in Eng- 
land, but it illustrates the terrible dan- 
gers that unqualified democracy, in the 
sense of the unqualified rule of the ma- 
jority, leads you to. We should be thank- 
ful in this country that our political par- 
ties have not had a class orientation. The 
Republican Party at times has tended to 
be a party of “big business,” in the 
East at least, but when you get out in 
places like Wisconsin and other parts of 
the Middle West, you will very soon real- 
ize you can’t write off the Republicans 
there as a party of ‘big business.’’ The 
Democratic Party, of course, historically 
was the party of the agrarian South and 
originally, of the slave-owning South. 
But that is very far back in our history. 
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Our parties today, fortunately for us, 
do not represent class interests. If they 
did represent class interests we would be 
in the same danger that they are in in 
England at the present time, of having 
one class come to control with the defi- 
nite intent of penalizing other classes. 
The policy of the Labor Party in England 
is to share the wealth in such a way as to 
eliminate all social inequality. In many 
ways that is an admirable objective, no 
doubt. It has been successful at least tem- 
porarily in bringing up the standard of 
living for the lowest element of the popu- 
lation. In general, through subsidies and 
one scheme or another, the unskilled la- 
borer in England is in a better position 
at the present time than he was ten or 
twenty years ago. 

But that is being done at a terrible ex- 
pense. That is being done at the expense 
of the initiative of the country, which is 
drying up. Some of that, of course, can 
be attributed to the strain of war and the 
terrible ordeal the country has gone 
through, and the natural weariness of the 
post-war reaction. But the fact that pro- 
duction figures are falling, not only in 
coal but in every respect falling down, 
down, down, in spite of the rather heroic 
efforts in many places to bring them up, 
shows that when you get a pressure of 
this sort applied to produce an artificial 
equality, somehow or other you lose that 
initiative which has always characterized 
human progress. 

As we get back to the basic principle 
of the American system of government— 
to the importance of protecting the mi- 
nority—I suggest to you, even though 
that minority may often seem very ob- 
jectionable, even though the minority at 
certain times may be an aggressive trade 
union, even though the minority may be 
a group of pacifists, I suggest to you the 
importance of realizing that protection 
of minorities is the great American con- 
tribution to civilization. No other state 
ever attempted to do it, unless it was the 
protection of one specially privileged 
minority. And remember that the protec- 
tion of minorities is the exact opposite of 
the protection of monopolies. If you pro- 
tect minorities, you must stand against 
monopolies. 

What I want to bring out in these frag- 
mentary remarks on a pretty deep sub- 
ject is that we are engaged now in a very 
important and fundamental war of ideas, 
a war to defend the ideas of those men 
who founded this country, after profound 
thought in the political field and after 
coming to the ringing conclusion that man 
has the capacity to govern himself. If you 
have faith in the individual, then you 
will set up a form of government which 
will give every possible opportunity to 
the individual, no matter what strata of 
society he comes from, who his parents 
were, what his faith is, what his bank 
balance is; no matter whether his Eng- 
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lish is pure, our country will give him 
an equal opportunity, and no matter what 
minority he belongs to—Jewish, Catho- 
lic, Moravian or what not—whether he 
be black, or brown, or red, we have got 
a system of government which will give 
that individual every chance to rise in 
the scale and to produce whatever he can 
in whatever field his interest lies, not for 
his own sake, but because only that way 
can you get progress, only that way can 
you provide an effective incentive. 

I cite the case of England, because 
there we have a kindred people, with a 
tradition of freedom, who have perhaps 
contributed more even to the general con- 
ception of liberty than we have. But be- 
cause their system of government does not 
emphasize this protection of every minor- 
ity, they have let themselves ease down 
into a class system. It is just as injurious 
if it is labor tyrannizing over Tories as 
when the Tories tyrannized over labor, 
and from the philosophical viewpoint, 
equally undesirable. 

I contrast the situation with England 
to show you how serious our position is. 
No doubt this country is the last strong- 
hold of liberty in the entire world. If 
that is true, gentlemen, and I think evi- 
dence accumulates all the time that it is 
true, then we have got a job on our 
hands. We have got a job of control on 
our hands. To do that job effectively, we 
have got to understand the principles on 
which our government operates. 


THE BREADTH OF CONTROL 


To control the management of a busi- 
ness, you have got to understand certain 
principles. You do not admit to your or- 
ganization just anybody who can merely 
make ledger entries. You demand a 
broader and a more philosophic concep- 
tion of control than that. 

In the broader field, in the control of 
our system of government, we have got 
to begin to think a little more fundamen- 
tally than we have thought, in terms be- 
yond going out and voting, important 
though that may be. We have got to think 
in terms of the principles on which this 
country was founded and the ideas which 
it brought into the world one hundred 
and sixty years ago, because those ideas 
are fundamental to everything we have 
and are. And without those ideas of the 
importance of the individual our mate- 
tial prosperity would never have come 
into being. There are many parts of the 
world as rich or richer in natural re- 
sources than this country. There is more 
oil in the Near East than in the United 
States, and probably more coal in China. 
Yes, there are many parts of the world 
that are rich in natural resources, but they 
never happened to be inhabited by a peo- 
ple with a system of government which 
said the individual should be encouraged 


and is ms igor for himself. They were 
governed by static arrangements in which 
the whole control was at the top, the 
whole emphasis was on the court or on 
the ruler and not on the people, on keep- 
ing the people down instead of liberating 
them. 

Therefore, I think it is no exaggeration 
to say, fortunate as we are in the re- 
sources of our country and in the energy 
and good health of our citizenry, that the 
fundamental thing that makes this coun- 
try great is this system of government 
which says we shall protect the minority 
and thereby protect the individuals who 
compose the minority. Because while 99 
per cent. of those individuals may never 
produce anything significant, we can 
never tell from where the one per cent. 
who will produce the significant things 
may come. They may come from a share- 
cropper’s farm in Arkansas, or a Down- 





The American economy, like the 
American community, is far from 
perfect, but it is the peak of human 
achievement, and its tenets and op- 
portunities constitute what Lincoln 
called the last, best hope of earth. 
Ours is the task, in the community 
and in the nation, to help in the 
process of evolution—correcting 
faults, eliminating abuses, and in 
the meantime grasping and savoring 
to the full the benefits of life in a 
country and an atmosphere that is 
free. 

—RALPH BRADFORD 











East village in Maine, or the household 
of a millionaire, or from a member of 
the black race, the Jewish race, or from 
some European immigrant. You cannot 
tell where genius will strike. We know 
it is not an inherited thing, this ability 
to produce something significant. 

I suggest to you that in this crisis of 
history the best way to strengthen our- 
selves is not to worry too much about 
the Russians. If we do a little more think- 
ing about ourselves, our strength will be 
such that Communism will be unable to 
affect us. But we must resift our thought 
and beliefs, and improve our understand- 
ing of our own fundamental principles. 
We cannot tolerate people who solemnly 
assert that anyone who says this country 
is a republic and not a democracy is a 
facist. 

If anybody can get away with such ut- 
ter nonsense, it simply means public 
thinking is so confused that eventually 
the Republic as we have known it will 
disappear. That is why in our schools, 
homes, newspapers, and radio programs, 
and particularly in the meetings of im- 
portant and vital associations of this sort, 
we have got to work a little bit more at 
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a field of thinking which has become 
dulled in this country; the field of ab- 
stract political ideas. Such a great job was 
done by that handful of men at the end 
of the 18th century that we have been 
inclined to rest on our laurels in the field 
of political thought ever since. 

When we talk about politics today, we 
generally mean individuals rather than 
ideas, and yet our government is based 
on an understanding by its citizens, of 
what our political ideas are. Unless we 
can restore that understanding we shall 
not have the strength to go ahead in the 
great issue which confronts us. 

I, personally, see a lot that is stimu- 
lating in the clash of ideas between our- 
selves and Russia, and that is going to be 
the big thing for years ahead. The Rus- 
sians have gone too far to withdraw now 
in their idea of eventually setting up a 
Marxist society throughout the world. 
They are too confident, too well led, and 
they have too much support throughout 
the world for their theory to abandon it. 
We are too confident in our ideas to 
abandon them. 

I do not see that this will necessarily 
or even probably lead to anything like 
actual hostilities between the two coun- 
tries, but the rivalry should develop a 
form of competition which is more im- 
portant than the old competition between 
nations, and more significant. Let me 
make that clear: 

The Russians have got to “‘sell’’ the 
Communist system to the common man, 
and we have to “‘sell” the capitalist sys- 
tem, in the last analysis, to the common 
man. We have to say our system will put 
two chickens in every pot, and the Rus- 
sians have to say their system will pro- 
duce two pots for every chicken. That 
sort of rivalry is not the old rivalry which 
existed between countries like France 
and Germany, where every Frenchman 
was taught to dislike a German because 
he was a German, and every German dis- 
liked a Frenchman because he was French. 
That was just an impasse, leading no- 
where except to what has happened. 

Between our way of life and system 
of government, and the Russian way of 
life and system, there is not only a broad 
gulf but all the challenge of competition 
in which we Americans believe. I think 
that we are at the beginning of an era 
in which the old national state has died 
away and a new form of state has become 
supreme—what I may call idea-states, 
with America representing the idea of 
Liberty and Russia that of Slavery. 

Now to keep the American tradition 
alive will require a good deal of thought 
and a good ie of attention to things of 
the mind—more than we are at the pres- 
ent time giving in our homes and schools. 
And it will require an element we have 
but the Russians do not have, and that is 
the element of faith. 
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In the hymn we sing, “America,” the 
hymn we were brought up on, I would 
remind you of the line which says: 

“Our Fathers’ God, to Thee, 
Author of liberty, 
To Thee we sing.” 

To Americans the author of liberty is 


something above all of us, above the 
state, something which connects us with 


the eternal, entitles us to believe we have 
a connection with the eternal, entitles us 
to believe we are not just animals, but 
that there is something about us which 
is eternal and does not die when the body 
dies. 

That is a greater belief, a greater 
thought, than animates those who believe 
in the ultimate authority of the state, the 
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complete supremacy of the state, in the 
material field as well as the spiritual field. 
That faith the Communists have not 
got. That faith will conquer. But it will 
require much more than the material per- 
fection we have achieved in our industry 
and commerce. It is going to require a 
revaluation of our political ideas and also, 
a spiritual revaluation and reanimation. 


Up-to-Date Developments on the 
Taft-Hartley Act 


If there has been any law that has been 
more misrepresented, particularly by cer- 
tain labor groups, than the Taft-Hartley 
Act, I would like to know what it is. 

First of all, I would like to remind 
you that both the House and Senate Com- 
mittees gave more consideration to the 
Taft-Hartley Act than any labor law that 
was passed during the past nineteen years 
that I have been a member of Congress. 
This was not a bill that was sent down 
from the White House, or from a bureau 
of the government, or from any particu- 
lar group with the words: ‘Here, get this 
through the Congress.” As I said before, 
it received the most careful deliberation 
of any labor bill in the nineteen years I 
have been a member of Congress, and 
that includes the Wagner Act, the Wage 
and Hour Law, and other major legisla- 
tion. 

Our Committee alone listened to over 
two million words of direct testimony, 
and for five or six weeks we sat from ten 
in the morning, six days a week, and 
many an evening until eleven o'clock. 
And it was only after that consideration 
that the Act was finally reported out of 
the Committee and sent to Congress. And 
may I remind its critics that it was not 
passed, in any sense, by a partisan ma- 
jority for it received a majority of both 
parties in both Houses of Congress. 

What have we done in this Bill? As 
you know, it has been declared a “slave” 
labor law. It has been called “drastic.” 
We have heard that it is going to ruin the 
labor movement. I want to tell you what 
is in this Act and if anyone can show me 
anything that warrants the names that 
have been levelled at it, I would like you 
to do so, and let me say if I am in error 
and if Congress has done something, in 
the writing of this law, that is going to 
create trouble, that is going to create 
more difficulty, certainly we will be the 
first to be willing to make changes in the 
law. 

First of all, what we have done in 
this Bill is this: We have tried to write 
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equity into our labor laws. We have de- 
cided that the relationship between labor 
and management is not a one-way street. 
If this is not a labor law, it is a labor 
management act. But while we tried to 
place both labor and management on an 
equal basis, above either the selfish rights 
of management, or the selfish rights of 
labor, in writing this Law we have tried 
to keep uppermost in our mind at all 
times, “What is in the public good? 
What is best in the public interest ?” 

There are some omissions in this Bill; 
there are some provisions that have to be 
deleted. For example, we in the House 
had the industry-wide bargaining ques- 
tion. I had to concede, in conference, for 
two reasons: while I am personally op- 
posed to industry-wide bargaining, I am 
not satisfied that anyone has come for- 
ward with an adequate answer to that par- 
ticular problem. Secondly, I made the 
concession because if we had kept the 
ban on industry-wide bargaining in the 
Bill, there would have been no Bill be- 
cause we would not have had the neces- 
saty two-thirds vote in the Senate. 

The Bill also omits the ban on welfare 
funds. I hated to give that up. I think 
the development of the welfare fund is 
reaching a striking point. 

The concession gained by John L. 
Lewis, as far as the welfare fund in the 
contract recently signed, will result by 
the time the contract has run its course, 
in a fund close to a quarter of a million 
dollars for that organization. 

I want to tell you what is in this Bill. 


Perhaps I started off in the wrong fashion 
by telling you what we do not have in 
the Law. First of all, this Bill provides 
that foremen shall not have any rights 
under the Act, that is, they shall not be 
permitted to organize and have standing 
before the National Labor Relations Board. 
There are those who say that foremen 
ought to be permitted to join independent 
unions. Let me say this, that our Com- 
mittee heard testimony from all the fore- 
men’s unions in this nation, and it was 
shown that there is no such thing as a 
truly independent foremen’s organization, 
and that all of them were either directly 
or indirectly associated with the employee 
groups. Foremen are properly on the side 
of management, and they should not have 
status under this Act. That does not pre- 
vent them from having an association. It 
merely means that association will have 
no standing as far as collective bargain- 
ing is concerned under the Act. 

This Bill prohibits the closed shop, and 
I realize that in some particular industries 
that will have some serious effect. I recog- 
nize that in some industries it has worked 
out successfully. The Bill, however, does 
permit a modified union shop, one where- 
in the employer does the hiring and 
within thirty days after he is hired the 
employee has to become a member of 
the union. That modified shop may be 
attained only after fifty per cent. of the 
employees have voted to make it an issue 
under collective bargaining, and then the 
employee who is hired must be a member 
of the union after 30 days’ employment. 








| THE SPIRIT BEHIND THE ACT 


Despite the many verbal and published interpretations of the Taft-Hartley 
Act during the months since its passage, the reader of these pages can gain 
further understanding from Mr. Hartley, co-author of the act, who brings 
out in his observations, not only specific provisions, but also the spirit behind 
the act. The author presented his views before the September meeting of the 
New York City Control of The Institute. 


—THE EDITOR 
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This Bill prohibits picketing by using 
force and violence. I am_ particularly 
touchy on that subject because until Au- 
gust 23rd or thereabouts, at every meet- 
ing I attended I had to go through a 
picket line myself. My office was picketed, 
and my home was picketed, and when I 
spoke at a meeting, I had to have police- 
men form a line to get me in and out. 


ANTI-PICKETING PROVISIONS 


I recognize that there are some who 
will say that we are interfering with the 
right to free speech and the right to 
strike. I recognize the right to strike is 
fairly a fundamental right, and yet have 
we not confused the right to strike, in 
recent years, with the right of man to 
quit his job if he wants to? However, 
there is a greater fundamental right and 
that is the right of a man to go to his 
job without fear of having his head 
bashed in or having his family molested. 
If we have not succeeded, and if the law 
in that particular does not provide that 
man with the protection he needs to get 
to his job, then we are going to amend 
it and see that he is protected in his right 
to work. 

I did not want to over-elaborate on 
that point. I want to call to your atten- 
tion that we have local laws to take care 
of that, and yet in how many cities has 
law enforcement at the local level fallen 
down? I am going to cite some cases. I 
do not want you to think I am picking 
out the most striking cases. I am picking 
out the average cases. 

In New Canaan, Connecticut, there is 
a little dairy, the Norman Dairy, employ- 
ing just a few persons. The place had a 
little difficulty, and they threw a picket 
line of between six and seven hundred 
pickets, trying to stop the trucks from 
going in and out, preventing persons 
from making a purchase of even a quart 
of milk. Two trucks were waylaid and 
the drivers, two young veterans, were 
beaten and left unconscious. They had 
the courage to swear out warrants against 
those who assaulted them. That was about 
sixteen months ago, and the case has to 
come to trial. We have been given the 
right to subpoena witnesses to Washing- 
ton and place them under oath. As soon 
as I have the opportunity, I am going to 
call the so-called officials down to Wash- 
ington and ask them how come, after six- 
teen months, those assaulting these two 
men have not been brought to justice. 

There is another thing that this Bill 
does. It is a most important issue, and 
yet I wonder if anyone thinks this is 
punitive. This Bill prohibits jurisdictonal 
strikes and secondary boycotts: 

In my own state, New Jersey, we have 
had $50 millions worth of heavy con- 
struction held up for the past several 
months. The carpenters say it is their job 


to carry lumber from the truck to the job, 
and the laborers claim it is their job. Not 
only the carpenters, but the electricians, 
and masons, and others are affected. They 
want to go back to work. I have had let- 
ters from them and talked to them per- 
sonally. 

If only Mr. Moreschi and Mr. Hutch- 
inson would sit around the table and 
settle it. Mr. Green appeared in Wash- 
ington and pleaded, “Oh, don’t disturb 
the House of Labor! We will take care 
of these matters within our own house?” 
That is just the trouble! Labor has these 
ills and refuses to administer its own 
medicine. That is why Congress has to. 

On the West Coast, in Los Angeles, I 
had a little look into a jurisdictional strike 
between the IATSE and the Congress of 
Studio Unions. The strike has been going 
on for twenty-seven months. Both of 
those organizations are within the AFL. 
While I was there, men by the score came 
to see me—and by the way they are paid 
the highest wages in the world. Painters 
and carpenters earn as high as $10,000 a 
year, and that is not unusual. I had these 
men come and plead with me to try to 
settle it. Here is a strike without rhyme 
or reason, solely caused by the leadership, 
not by the rank and file. It is the leader- 
ship that has refused to do anything 
about it. 

You hear about the high cost of lum- 
ber and the high cost of homes. It is not 
just because men are profiteering. Let me 
give you an example, one reason why we 
have a shortage of homes—maybe only a 
small one but it enters into the entire 
picture. Representatives of three branches 
of the lumber industry appeared before 
our hearings and testified that as a result 
of feather-bedding practices, jurisdictional 
disputes and other labor actions (in none 
of which there was an issue of wages 
and hours) that the construction of 
enough lumber to build 215,000 six-room 
homes was lost last year alone. 

Let me give you another example of 
these secondary boycotts and the like. A 
paint manufacturer in Oakland, Califor- 
nia, employing five persons—a father- 
and-son partnership—made the paint in 
the back of its building and sold it in the 
front. An organizer came and said he 
wanted to organize the men. None of 
them were willing to sign up. Undaunted, 
the organizer came out and offered the 
proprietor a closed shop contract. He re- 
fused to sign it. 

What happened? They set up a picket 
line in front of his place. It was not suc- 
cessful; people kept buying. The Team- 
sters stepped in and refused to cart any- 
thing in or away, and finally he was forced 
to close his doors. 

In the city of Detroit there are many 
little grocery stores, family-operated 
stores employing one or two clerks. They 
were picketed, to force those employees 
into the Teamsters Union. 
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In California the Teamsters refused to 
cart milk. They called it “hot milk,” 
Why? It came from cows that had been 
fed feed that the farmer had brought to 
his own farm in his own truck and not 
in the organized Teamsters’ truck! 

A lady there, in order to support her 
invalid husband and family, raised a flock 
of turkeys, and when the time came, she 
would call in her neighbors and they 
would help her pluck the birds and send 
them to the market. Last year nobody 
would handle them because they had not 
been plucked by an organized plucker! 
And finally, they ordered those turkeys 
to be stamped and the poor woman had 
to pay so much to have someone stamp 
them as they went by on a conveyor. 

We cut out that kind of foolishness 
in the Taft-Hartley Law, and I think 
properly so. 


EMPLOYERS RIGHTS 


There is another provision in this Bill 
that I felt was hardly necessary because | 
thought it was in the basic law of the 
Constitution of the United States. I am 
referring to the fact that we finally te- 
stored freedom of speech to employers 
throughout this land. That may seem 
“funny.” Let me tell you, it is going to 
be a very sad laugh, however, if the em- 
ployers of this nation do not realize that 
they have that freedom of speech once 
again and start in doing a little talking 
for themselves. I am talking of the 
terms in this Taft-Hartley Act so that 
employers may know what is in this Law. 
Let me say this: The Congress has done 
its job; now it is up to management to 
do its part so that this Law is properly 
interpreted and lived up to. 

There is another provision in this Bill: 
I am referring to featherbedding. We ran 
into that when we first heard it officially 
and during the hearings of Mr. James 
Caesar Petrillo, American Federation of 
Musicians. Dr. Maddy, Professor of Mu- 
sic at the University of Michigan, came 
before our Committee and reminded us 
of the training he gave young music 
students for many years, and he reminded 
us of the broadcasts and concerts over 
the air, every one of which we sincerely 
enjoyed; none of which, however, took 
one job away from a professional musi- 
cian. We learned that in order for Dr. 
Maddy to send these broadcasts over the 
air, he had to pay $600 per broadcast for 
a stand-by orchestra which never played 
a note of music. 

When Dr. Maddy announced that over 
the air, Mr. Petrillo gave an order to the 
professors of this campus, “You had bet- 
ter stop teaching,” and, ‘It will have to 
stop.’ And after twenty-seven years, Dr. 
Maddy, a paid-up member of the Feder- 
ation of Musicians, was thrown out. 
Where ever he obtained a speaking en- 
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gagement, threats of picket lines were 
made and, as a result, he lost many a 
profitable engagement. 

In music, we speak of fortissimo, loud 
music. When we speak of pianissimo, we 
speak of soft music. When we speak of 
Petrillo, we speak of no music! 

Do you think that is exaggeration? I 
want to ask you, how many of you know 
that until recently our Army, Navy, and 
Marine bands could not make a record 
of their own music? Until three weeks 
ago, they were unable to record their own 
music and it was then only as a result 
of a subcommittee of my Committee, 
headed by Carroll Kerns of Pennsylvania, 
incidentally, a member of Mr. Petrillo’s 
union, who finally brought about that 
concession. Today, I am very happy to 
state, your Army, and Navy, and Marine 
bands can make records of their own 
music. 

Do you know that the record makers 
of this nation—RCA, Decca, Columbia, 
and all the rest of them—make records 
only by Mr. Petrillo’s license, and that by 
reason of the autocratic control he exer- 
cises over his union, he is able net only 
to control the record makers but exercises 
control over the movie industry, the 
broadcasting stations, FM as well as tele- 
vision? Have you seen a live musician 
in Telecast? Mr. Petrillo does not allow 
that sort of thing. Perhaps we will con- 
vince him before we get much further; I 
hope so at least. 

There is another provision in this Bill 
that deals with strikes that affect the na- 
tional health and safety, and I am going 
to tell you, in all candor, that this pro- 
vision, in my judgment, is not as ade- 
quate as it might have been and the only 
reason it is not as adequate as it should 
be is because concessions had to be made, 
as related earlier, in order that we might 
obtain sufficient votes so that it might be 
enacted into law. Under the terms of this 
section, the President is empowered to 
appoint the Board of Inquiry and to in- 
struct the Attorney General to seek an 
injunction, good for sixty days, during 
which time there shall be a period of 
mediation, following which the em- 
ployees of individual companies are per- 
mitted to vote on their employer's last 
offer. Following that, there is a fifteen- 
day cooling off period. I recognize that 
this may not be adequate enough. 

The spirit or thought back of it was 
this: The proponents of those who 
wanted this type of proposal felt the pub- 
licity attendant and total mediation pe- 
tiod and the employer’s last offer would 
be conducive toward a settlement of a 
strike. I am not quite as optimistic, and, 
frankly, if I had my own way I would 
have applied the Sherman and Clayton 
Acts to labor’s monopolies just as they 
are applied to business monopolies, be- 
cause I believe there are certain labor 
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monopolies which exercise a far greater 
control over the entire economy than any 
business monopoly that ever existed did. 


POLITICAL CONTRIBUTIONS 


This Bill prohibits contributions against 
the government—it prohibits financial 
contributions by both employers and labor 
organizations. I would like to touch on 
that subject because I believe that this is 
grossly misinterpreted. There is nothing 
in that provision which prevents Phil 
Murray or Bill Green from endorsing a 
political candidate. There is nothing in 
that provision which interferes in any 
form with free speech for labor and free- 
dom of the labor press. If I am in error 
in that respect, I would be the first one 
willing to correct it. But, in my judg- 
ment, all we have tried to do in that 
section is to stop the use of union funds 
in a political campaign. As to contribu- 
tions that are made voluntarily to the 
PAC, there is nothing, in my judgment, 
in this Law that stops that. I should have 
very good reason myself to have some- 
thing like that incorporated, because I 
have been the Number One figure on the 
PAC purge list for the past six years. 

This Bill also creates a federal media- 
tion and conciliation service out of the 
Department of Labor. It also requires that 
every officer of every local and of every 
international labor organization, in order 
that his organization may obtain the bene- 
fits of this Act and have standing before 
the National Labor Relations Board, shall 
file a statement to the effect that he is not 
affiliated with the Communist party. I 
recognize that there are several leading 
labor leaders who are declining to sign 
those statements. 

I want to ask you, who is going to 
suffer? Who is going to be helped by 
their refusal? The only person that has 
anything to gain by refusing to sign those 
statements, saying that he is not affiliated 
with a Communist party, is the Com- 
munist labor leader who wants to hold 
his job. He is the only fellow who is 
going to be helped. The people who are 
going to suffer are the members of his 
union because by declining to sign such 
a statement, his own organization will 
not have any standing before the Netional 
Labor Relations Board. In the event of a 
dispute on back pay, or seniority rights, 
all those will be lost because the union 
will have no standing before the National 
Labor Relations Board. 


CRITICISMS REFUTED 


I mention that in passing because I 
want to show what we have done in this 
field is not to disturb any of the rights 
of the individual worker. What we have 
done is to curb some of the abuses by 
some of the labor barons. And by the 
way, if you do not think that is a good 
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provision in the Bill, all I would like 
you to do is to read the testimony taken 
before our Committee in connection with 
the Allis-Chalmers strike of 327 days 
which was, beyond any doubt, instituted, 
organized, and maintained under Com- 
munist leadership. 

You have heard a lot about this Bill 
being unfair, that it has taken away 
rights. Let me remind you of this. In the 
first place, all of the protection for the 
individual worker against the abuses of 
employer bosses—that protection is in the 
original Wagner Act—is still the law of 
the land and part of the Taft-Hartley Act. 
It has not been changed in any particu- 
lar, but we have added protections in this 
law, protections for the individual worker, 
and those ate protections against abuses 
by labor bosses. 

You have heard it said that the Wag- 
ner Act is the Magna Charta for labor. 
Those who recall English history will 
recall that the Magna Charta did not pro- 
vide any new rights for the average Eng- 
lishman; it provided protection for the 
dukes and lords against the right of power 
of the king. Just as the Bill of Rights 
followed the Magna Charta, so we have 
written the Bill of Rights for the average 
American worker in this Taft-Hartley 
Law. 

You say, ‘“What are those rights ? What 
is the protection you have in the Act?” I 
will tell you. First of all, it prohibits the 
union practice where the head of any labor 
organization can take offense at some re- 
mark and walk down the floor and say, 
“Let me see your card,” and rip it into 
shreds and say, “You are out of the 
union.” That has happened in thousands 
of cases in this nation. 

This Act protects each individual 
worker against excessive initiation fees 
and excessive fines. You say, “Are the 
initiation fees in labor organizations ex- 
cessive?’ We have evidence that initia- 
tion fees run as high as $1500. As to 
fines, we have cases, such as happened on 
the West Coast recently, where the Paint- 
ers Union No. 664 fined 17 of its mem- 
bers, who had the audacity to go back 
to their jobs, a total of $277,000, the 
smallest individual fine being $10,000 
and the largest $20,300. 

By the way, I mentioned that I was 
out on the West Coast. I mentioned that 
jurisdictional strike. I met with both la- 
bor leaders and producers while I was out 
there. Let me give you an example of 
one or two practices. I had lunch with 
Cecil B. DeMille. Sometimes he employs 
between fourteen and fifteen thousand 
people in the filming of a picture. The 
makeup artist can make up from the fore- 
head to the Adam’s apple, but anything 
below the Adam’s apple has got to be 
done by someone else. A person adjust- 
ing the apparel of a star or extra on the 
set may adjust a lapel, but cannot put a 
hair in place. A hook and eye is sewn on 
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by one person, but it requires another 
one to come and hook it. 

Those are factual cases which he called 
to my attention while I was there. An- 
other thing this Bill does: it provides 
for a joint committee that shall study the 
operation of this Act to observe the prac- 
tical effect in the relationship between 
labor and management; observe the de- 
cisions of the National Labor Relations 
Board and see whether the Law is being 
correctly interpreted; in other words, try 
to see that the Law is properly enforced 
and properly administered. And as I 
mentioned before, if there is something 
we have to do to correct any oversight of 
this Law, if we are going too far in some 
particular, we will be the first to amend it. 

May I call to your attention the fact 
that our position in that respect is en- 
tirely different from the sponsors of the 
original Wagner Act, who felt the Act 
was sacrosanct and should not be touched. 
If there is something wrong with this 
Act, or if something is not in the public 
interest, we will be the first to want to 
correct that. 


FILING REQUIREMENTS 


Another thing the Act does, and I be- 
lieve it is in the interest of the working 
person, is to provide that there shall be 
filed with the Secretary of Labor a com- 
plete financial statement and the com- 
plete history of the union, its by-laws and 
all those particulars. 

I would like to remind you that the 
National Labor Relations Board is no 
longer investigator, prosecutor, judge, and 
jury, all rolled into one. Today that Board 
is merely a quasi-judicial Board which 
shall pass on evidence presented to it, and 
may I remind you also, that the evidence 
shall be governed by the Rules of Evi- 
dence so far as is practical, and not in 
the fictitious manner that evidence was 
compiled in times past. 

What we have done in this Bill is 
merely this: We have tried to adopt a new 
philosophy. The philosophy, in my judg- 
ment, parallels a statement that Abraham 
Lincoln made, speaking to a labor or- 
ganization in New York: 


“Property is the fruit of labor; property 
is desirable; is a positive good in the 
world. That some should be rich shows that 
others may become rich, and hence is just 
encouragement to industry and enterprise. 
Let not him who is houseless pull down 
the house of another, but let him work 
diligently and build one for himself, thus 
by example assuring that his own shall be 
safe from violence when built.” 


What we have tried to do is to set up 
a relationship between labor and manage- 
ment which will make labor appreciate 
that while it wants to get ahead, it should 
not destroy the free enterprise system in 
the United States. You hear a lot of ad- 
vice coming out of Washington these 





days. You have been admonished to in- 
crease wages and reduce prices. We all 
know that that is the history of the suc- 
cess of our economy. All down during 
the years, that has been the history of our 
economy. We have increased wages and 
reduced prices, but we have been able to 
do that solely because the productive gen- 
ius of this free enterprise system of ours 
was able to increase the individual pro- 
ductivity of each worker. 

As long as we find among certain of 
the labor leaderships the philosophy, “Get 
as much as you can for doing as little 
as possible,” we just will not be able to 
increase wages and reduce prices. 

If the Taft-Hartley Act is given a fair 
chance, if management will do its part— 
not to take advantage of any of the par- 
ticulars of the Law but merely to work 
side by side with its employees and to 
tell them really what is in the law—then 
I am satisfied that we are going to have 
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years of real industrial peace, and I recog. 
nize that we have got to have industrial 
peace because the answer, not only to our 
own problems here in this nation but the 
answer in a great part to the problems 
of this world, depends upon the utmost 
production that we can obtain here in the 
United States. 

I want to leave with you just one 
thought in closing, a little bit of phi- 
losophy from a colleague of mine in 
Pennsylvania. He, in turn, received it 
from a constituent of his. I think it is a 
philosophy we might all well follow 
whether we are on the side of manage- 
ment or labor, the arts, the sciences, or 
whatever your endeavors may be, and that 
is this: 

“To get more for the dollar you spend, 
give more for the dollar you earn.” If 
we all do that, I think we will be a whole 
lot happier; this nation will be all the 
greater for it. 


Use of Heller Budget in Wage 
Negotiations Challenged 


Imposition of the Heller four-person 
budget standard for every worker would 
be impossible unless there were 4 26 per 
cent. rise in the physical output of con- 
sumers’ goods, according to Professor 
Jules Backman of New York University 
in a study, ‘The Heller Budget in Wage 
Negotiations,” prepared for the National 
Industrial Conference Board. The econo- 
mist holds that even after this rise in out- 
put, there would then have to be a com- 
pletely equal distribution of goods and 
services among all members of the labor 
force. ‘“To provide each of the 59,120,- 
000 persons employed or seeking work in 
April, 1947, with an amount sufficient to 
purchase all the goods and services in- 
cluded in the Heller budget, would have 
required more than $182 billion. The 
highest rate of production of consumers’ 
goods and services on record, however, 
was at the rate of $145 billion per year 
(4th quarter—1946).” 

The Heller Committee for Research in 
Social Economics is a private agency asso- 
ciated with the University of California. 
Budget estimates prepared by the Com- 
mittee are frequently used in wage nego- 
tiations and collective bargaining. The 
Committee has prepared budgets each 
year since 1923 and these represent “an 
attempt to define in terms of content and 
cost certain current and commonly ac- 
cepted standards of living.” 

The total budget of the Heller Com- 
mittee for San Francisco, the 7 de- 
clares, ‘‘is higher than the cost of a simi- 
lar budget in other large cities. An identi- 
cal level of living cost 12 per cent. less in 
Houston, 10 per cent. less in Scranton, 


and 9 per cent. less in Kansas City and 
New Orleans in January, 1945.” The 
Heller budget for thirty-three large cities 
in the United States was on the average 
6 per cent. below the San Francisco level 
(Heller budget for San Francisco: 
$3,576.24; adjusted for thirty-three large 
cities: $3,292.64). Further adjustments 
are required to reflect lower living costs 
in smaller communities. 

The average of $63.32 required weekly 
to meet the adjusted Heller budget in Sep- 
tember, 1946, exceeded by almost $18 the 
average weekly earnings for all workers 
in manufacturing industries ($45.39), 
the report declares. 

“In fact, that month (September, 
1946) only four groups (brokerage, bitu- 
minous coal mining, anthracite mining, 
and newspapers and periodicals) earned 
in excess of $60 a week; only brokerage 
ar earned enough to meet the 
Heller budget” for that month. 

The fact that “few groups earned 
enough to meet the standards set up in 
the Heller budget, although American 
workers have among the highest living 
standards in the world,” the author con- 
cludes, ‘indicates the unrealistic nature 
of the budget as a standard of wage ad- 
justments.” 

There is substantial evidence, the report 
states, that the four-person family used in 
the Heller Committee Budget is “not typ- 
ical” of the responsibilities of the average 
wage earner. In 1946, the average size of 
families was 3.39 persons. ‘‘About three 
fifths of all families were smaller than the 
hypothetical four-person family, exclud- 
ing single individuals, who are regatded 
as family households for Census purposes. 
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Accounting Treatment of Accrued Wages 


A Report by the Committee on Technical Information and Research, 


As was mentioned in the Annual Re- 
port of the Committee on Technical In- 
formation and Research, one of the un- 
usual problems submitted toward the end 
of the year had to do with accrued vaca- 
tion wage accounting. The question was 
timely and extremely provocative. It 
elicited much comment from the 46 Com- 
mittee members to whom it was sent, 30 
of whom sent in detailed replies. Those 
represented a good cross-cut of manufac- 
turing, education, and service industries. 

The problem as posed originally read: 


“We have a situation where the Union 
Contract provides for the payment of vaca- 
tion wages to all plant employees on the pay- 
roll June 1 of a given year, provided they 
have been with the company a certain num- 
ber of hours during the previous 12 months. 
We have been accruing an estimated amount 
for this liability month by month although 
we never know until the agreement is com- 
pleted at the end of the contract period just 
how much the vacation wages will amount 
to.” 


Many companies apparently accrue a 
certain percentage of their payrolls each 
month to cover the expenses; they set up 
reserves On estimated bases determined 
from past experiences and from any agree- 
ments that may have been reached under 
union contracts. 

As one business consultant stated: 


“The percentage is based on an average of 
past experience with respect to the relationship 
of actual vacation payroll to total regular 
payroll. An adjustment has to be made each 
year for the difference between the amount 
accrued and the actual payment. 

“For tax purposes, only the actual payment 
is allowed as an expense, hence each year there 
is a difference between what the company 
shows as vacation expense and what has to 
be reported for tax purposes for this expense.” 


On the other hand, support is also given 
to an accounting system that does: 


“Not accrue vacation wages but when paid 
vacations are taken by the hourly rated per- 
sonnel, we charge the vacation pay to our 
unallocated labor account. 

“We are presently working on a plan to 
establish a burden on the direct labor dollar 
for purposes of accruing vacations as well as 
holiday pay. By this method, we plan to shift 
the cost of paid vacations and paid holidays 
from indirect labor to direct labor and spread 
the burden evenly over the twelve months of 
the year. We do not anticipate any serious 
problems in this method; however, it is not 
yet in effect and we cannot say what margin 
of inaccuracy there may be.” 


Wuart Is IN THE UNION CONTRACT ? 


One manufacturer points out: 


“It is, of course, very difficult to make an 
accurate accrual of wages when it is not known 
exactly what the Union Contract will be. How- 
ever, we attempt to base the vacation payroll 
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in the light of previous experience, plus what- 
ever we can see in the way of factors in the 
future that may affect the rates. We then take 
the annual amount so arrived at—of course, 
after going through our payroll in detail for 
we have a situation whereby some people are 
entitled to one week and some are entitled 
to two weeks’ vacation—and the total amount 
thus arrived at is divided by twelve, charged 
monthly into our Burden Accounts and credit- 
ing an Accrued Vacation Account. Then, when 
the distribution is made in July and the exact 
amount is known, we adjust the difference 
between July and the end of that fiscal year 
so that by the end of our fiscal year, the full 
payment is properly charged. 

“I am afraid this adds very little of value 
to the solution of the problem. However, it 
is a difficult one and only the judgment of the 
individuals who make the computations is of 
any value. If their judgment is any good, then 
a fairly accurate accrual is made; if it is not, 
or if factors coming into the picture not 
previously considered occur, then, the estimate 
will not be very good. In our particular case, 
we have had exceptionally good juck in esti- 
mating the amount of such payments.” 


On the subject of union contracts, a 
truck manufacturer is of the opinion that: 


“Based on the assumption that the union 
contract remains fairly uniform from year to 
year and specifically defines the number of 
hours in work week, rate to be used, seniority 
differentials, and such, a fairly accurate accrual 
can be determined in advance by the follow- 
ing method: 


1. Project approximate number of employees 
entitled to vacation based on previous 
year’s actual experience adjusted to re- 
flect estimated increase or decrease in 
personnel based on sales and production 
forecasts. 

2. Project average hourly rate based on 
previous year’s actual, adjusted for all 
changes in wage rates either in effect or 
contemplated. 

3. Determine average length of vacation 
based on previous year’s actual adjusted 
to reflect seniority changes as estimated 
by the Personnel Department or based 
on previous yéar’s experience. 


“On determination of the above items the 
accrual can be readily computed for the year 
and allocated equally over the 12 months. 

“We might add that although not allowable 
tax wise, we consider accruing the following 
year’s vacation costs in the current year, a con- 
servative manner of providing for such costs.” 


The excerpt from the union contract 
which follows is so worded that it per- 
mits a fairly accurate accrual for vacation 
pay: 

“A vacation with pay will be granted by 
the Company during the summer of 1948 to 
every employee (except those who shall have 
quit or been discharged) who shall have been 
in the Company’s employ one year by June 1, 
1948, and on the active payroll for at least 
six months during the year June 1, 1947, to 
June 1, 1948, this vacation to be one week for 
those who shall have been in the Company’s 
service not less than one year but less than 
five years, and two weeks for those who shall 
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have been in the Company’s service five years 
or more. Any exceptional case where the em- 
ployee fails to qualify for the vacation be- 
cause of being taken off the active payroll due 
to sickness will be considered and decided 
on its merits between the Company and the 
Union. Any employee under disability due to 
injury sustained in the course and scope of 
his employment will, for the purposes of vaca- 
tion eligibility, be considered as remaining on 
the active payroll for a period of one year 
from the date of the injury. The vacation pay 


_ for the vacation period of 1947-1948 shall be 


on the basis of the standard scheduled work 
week in effect on June 1, 1948 or the average 
of the standard scheduled work weeks in effect 
for the year previous to June 1, 1948, which- 
ever is the higher, but in no event shall a 
vacation pay be based on a work week of less 
than forty (40) hours or a work week in ex- 
cess of forty-eight (48) hours and at the 
respective average hourly earnings for each 
employee during the three months preceding 
April 1, 1948. All overtime premium hours 
and earnings, however, to be excluded in com- 
puting the average hourly earnings. The vaca- 
tion shall be accomplished by shutdown of the 
plant for the period of the vacation or by stag- 
gering, as decided by the management upon 
the conditions existing at that time. Continua- 
tion or extension of such vacations in subse- 
quent years will be determined by future de- 
velopments.” 


Two other replies include references to 
union contracts: 


I. “Our contract, dated November 20, stipu- 
lates that ‘All employees who, on May 15 of 
each year while this contract continues in ef- 
fect (commencing May 15, 1946) shall have 
been in the continuous employment of the Com- 
pany for two years or longer, and who shall 
have worked at least 1,600 hours during the 
12 months immediately preceding May 15 of 
COE FOND is Gisela. Vacation pay, or pay in 
lieu of vacation, shall be 2 per cent. of the 
aggregate straight time earnings of the em- 
ployee during the 12 months immediately pre- 
ceding May 15 of each year......... : 

“We operate on a calendar year basis and 
have approximately 800 employees. As the labor 
turn-over is fairly stable we have no trouble 
estimating the amount of vacation pay liability. 
Beginning in January we accrue monthly one- 
twelfth of this amount. The plant is closed 
down for one week, this year it was the last 
week in June, and each employee receives his 
vacation pay. 

“As we now have the exact amount of the 
payroll, adjustment is made wherever neces- 
sary in the fifteen labor classifications, and the 
accrued expense now becomes a prepaid ex- 
pense and the proper amount charged out each 
month. 

‘We know the exact amount of the payroll 
by May 15 but we make no adjustments until 
each man receives his pay.” 

II. “The contract with our union reads as 
follows: 

(20, 30, 40 and 80) hours’ vacation pay 
shall be granted employees who have (6 mos., 
9 mos., 1 year, 5 years) seniority status on 
March 31, 1947, and who have worked every 
scheduled work day for at least twenty-six (26) 
scheduled work weeks during the previous 
twelve (12) months unless absence is caused 
by sickness or compensable accident. 
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‘Group bonus and piece workers shall be 
paid their average hourly rate established dur- 
ing the fourth calendar quarter of 1946. Day 
workers shall be paid their rate as established 
at March 31, 1947. Employees entitled to va- 
cation payments who have no earnings in the 
fourth calendar quarter shall have their vaca- 
tion payments computed on the average hourly 
rate established in the last quarter they were 
employed. Overtime and shift premiums shall 
not be included in determining said hourly 
rates. ; 

‘Vacation pay will be paid during the first 
week of July, 1947.’ 

“We accrue an estimated amount each month 
which is based on the ratio of the amount 
paid in the previous year, related to the total 
payroll dollars for that period and such ratio 
is adjusted for any known changes in the 
wage schedule. It has been our experience 
that we invariably overprovide. Such overpro- 
vision is carried forward to the end of the 
year and is considered as the year-end adjust- 
ment. Our liability at the end of the year 
for Vacation Bonus is based on 9/12 of the 
amount that we estimate to be payable the 
following July based on the aforementioned 
ratio.” 


EXPENSE CHARGES 


From the East another large manufac- 
turer with offices located all over this 
country and in various spots abroad, feels 
that: 


“In our case, the uncertainty ‘until the agree- 
ment is completed at the end of the contract 
period’ it not usually serious. Such uncer- 
tainty as exists in our situation is the uncer- 
tainty having to do with changes in wage rates, 
and any pronounced changes there might be 
in the total number of employees entitled to 
vacations when the vacation period actually 
comes around as compared with the number 
on which the accruals were based. 

“Although our vacation period extends over 
several months during the summer season, we, 
like the inquirer mentioned, pay the total 
amount of vacation pay in June and charge it 
to expense in that month. 

“Shortly before the receipt of your letter the 
question was raised in our organization as to 
whether or not we should estimate the total 
vacation pay and accrue monthly over a twelve- 
month period, with the consequent charges to 
expense each month. We have not yet decided 
what to do, but the chances are somewhat 
stronger that we will adopt this accrual method 
rather than continue our present practice. 

“I believe that whether one uses an accrual 
method with monthly charges to Expense or 
makes the charge to Expense at the time the 
total vacation payment is made, depends upon 
the accounting treatment given to other sim- 
ilar situations and upon the methods of con- 
trol of Expense used. If it is the practice of 
a company to accrue expenses of this type, then 
vacation expense should be treated similarly. 
If, on the other hand, this is not generally 
done, then there is no good reason for treat- 
ing vacation expense alone as an accrual. 

‘From the point of view of control, if care- 
ful analysis and attention is given to the total 
expense of this nature when the estimate of the 
annual cost is made for the purposes of mak- 
ing the accrual, then no control is lost. If, how- 
ever, this is not done, then there is some 
value in having the lump amount charged in 
one amount, as that treatment will certainly 
cause someone to take notice of this relatively 
large expense item. Sometimes this practice of 
setting up accruals to spread expenses evenly 
Over some period becomes, unintentionally, a 
convenient way of covering up sizable expenses 
by making them look less conspicuous. 

“As to the uncertainty of the amount in- 


volved until an agreement is completed, it 
seems to me that this is one of the things that 
we have to live with under present conditions ; 
and if the accrual method is to be used, I be- 
lieve that it should be based upon the amount 
which the company is willing to and believes it 
eventually will have to pay.” 

The following memoranda to the Ac- 
counting Division and the Cost Division 
show how thoroughly the accounting 
methods of handling this wage question 
are clarified by the controller of a pack- 
ing company: 


“Paid Vacations and Holidays 

“Accounting Division: 

“Our auditors have recommended that we 
carry account M-352—Paid Vacations and 
Holidays Credits—Deferred as a current li- 
ability rather than a deferred credit. In order 
to accomplish this we are discontinuing the 
present account and in its place account M- 
215-9—Paid Vacations and Holidays—Accrued 
is established as of July 1, 1947. The balance 
remaining on the books in account M-352 at 
June 30, 1947, will be transferred to account 
M-215-9 as of July 1, 1947. On the working 
papers at June 30, 1947 and for the remainder 
of the year, the balance in account M-352 (at 
June 30) and M-215-9 (July-December 31) 
will be grouped with ‘‘Accrued Salaries and 
Wages, Commissions, etc.,’ and accordingly 
will be shown as a current liability. 

“It is expected, however, that by early fall, 
because of heavy vacation expense during July 
and August, the account will show a debit bal- 
ance. The debit balance so developed will be 
transferred on the working papers in consoli- 
dation to the “Miscellaneous Deferred Charges” 
group for monthly statement purposes. 

“Any debit or credit balance remaining in 
the account after the December preliminary 
closing will be cleared as a period adjustment 
before closing for the year by debit or credit 
to account M-631-15—Paid Vacations and 
Holidays. 

“Outlined below is the monthly procedure 
in connection with the accounting for paid 
vacations and holidays, the intent of which 
is to eliminate the vacation expense peaks 
which would otherwise occur during the sum- 
mer months when most of the vacations are 
taken: 

‘1. Each month there will be recorded a 
fixed monthly entry as follows, represent- 
ing 1/12 of the total annual budgeted 
vacation expense :— 

Dr. M-631-15 Paid Vacations and Hol- 
idays 

Cr. M-215-9 Paid Vacations and Hol- 
idays—Accrued 

“2. In the months when vacations occur, 
‘Paid Vacations and Holidays’ will be 
debited from the payroll accrual. The 
green top Hollerith labor cards will be 
coded separately for this purpose to de- 
termine the amount of the charge. 

“3, The amount so determined in paragraph 
(2) above will also be debited account 
M-215-9 and credited M-631-15 

“You will note that on the monthly ‘Vari- 
ance Analysis’ report, the amount shown in 
the ‘Budget’ column for Paid Vacations and 
Holidays will always equal the amount shown 
in the ‘Actual’ column and that the same con- 
dition will exist on the monthly ‘Departmental 
Operating Statements.’ The ‘Variance Analy- 
sis’ for the year however, will contain the ad- 
justment mentioned in paragraph (3) and 
will show to what extent the estimated vaca- 
tion and holidays expense is at variance with 
the actual expense incurred.” 

“Standard Costs 

“Cost Division: 

“It has been our practice in the past to in- 
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clude in the indirect labor budget an element 
to cover vacations paid to employees on the 
factory hourly pay roll. This, as you know, 
has been worked up on an annual basis and 
converted to a monthly budget figure for varj- 
ance analysis purposes and for the departmental 
budgets. Since most vacations are taken dur. 
ing the summer months, our present procedure 
creates expense variance credits during those 
months when vacations are not taken to any 
extent and conversely to create heavy expense 
variance debits during the vacation months. 

“It is our desire to eliminate in the monthly 
statements, the vacation expense peaks by a 
simple method which will not disturb the pay 
roll or pay roll tax procedure as would occur 
with most plans used today. 

“To accomplish this, a tentative proposal is 
outlined in the following paragraphs. 

“The vacation expense budget will be de- 
termined departmentally as in the past, but in- 
stead of including the amount so determined 
in indirect labor, it will be shown separately 
on the budget as ‘Paid Vacations.’ The seg- 
regation is all that is required for the control 
and departmental budgets except that it is of 
utmost importance that the paid vacation budget 
be as nearly accurate as possible. Bear in mind 
that this applies to hourly wage earners only, 
except at the branch factories in the United 
States where the employees are on a monthly 
basis. 

“As of January 1, 1947, we will open two 
new accounts on the manufacturing ledger, 
namely— 

Paid Vacations 
Paid Vacations—Deferred Credit 


“The titles above are for illustration purposes 
only. 

“Each month there will be recorded a fixed 
monthly entry as follows, representing 1/12 of 
the total annual budgeted vacation expense. 

Dr. Paid Vacations XXX 

Cr. Paid Vacations—Deferred Credit XXX 

“In the months when vacations occur, ‘Paid 
Vacations’ will be debited from the pay roll 
accrual. The green top labor cards will be 
coded separately for vacations only as the vaca- 
tions occur to determine the charge. 

“The amount so determined in the paragraph 
immediately above will also be debited the De- 
ferred credit account and credited Paid Vaca- 
tions account. 

“If the budget could be set up to exactly meet 
the vacation expense, the deferred credit account 
would have no balance at year end. Since, how- 
ever, this is not possible, any debit or credit 
balance must be cleared as a period adjust- 
ment before closing for the year. It is for this 
reason that Paid Vacations budget be as closely 
set as possible. 

“You will note that on the monthly variance 
analysis report that the amount shown in the 
‘Budget’ column for Paid Vacations will al- 
ways equal the amount shown in the ‘Actual’ 
column and that this showing will also be true 
on the Departmental Operating Statements. 

“The plan outlined above or some modifica- 
tions of it will apply to all companies .includ- 
ing the branch factories.”’ 


A general résumé of the accounting 
treatment given this question was sub- 
mitted as follows: 


“Each January the forecast for the wage va- 
cation payments for: the ensuing year is de- 
veloped. This is accomplished in the follow- 
ing manner: 


‘Approximately two weeks prior to the first 
of the year, the various time offices furnish 
the cost departments with a list of em- 
ployees, by departments, indicating the 
number of weeks’ vacation to which each 
is entitled under the terms of the contract 
in force at that time. An average wage rate 
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is developed for each department, using a 
representative period as a basis. This rate 
is then converted to a weekly rate and ap- 
plied to the anticipated vacation weeks. 
The resultant amount is divided by 12 and 
this then becomes the monthly charge to 
cost and the credit to accrued vacation 
wages. 
“In the event a contract is changed in the 
year and vacation expense is affected, the 
monthly provision is revised. For example, 
the vacation terms of the revised contract 
may contain changes in eligibility and length 
of vacation, as well as be affected by in- 
creased wage rate. 
“When the terms of the revised contract are 
known, the various time offices prepare re- 
vised lists of employees and number of 
weeks’ vacation. The cost departments re- 
vise the average hourly rate and develop a 
new vacation expense and monthly accrual. 
If prior months are affected by the revised 
accrual figures, adjustment for such prior 
months is then made to profit and loss. 
“At the close of September of each year 
whether or not there has been a contractual 
change, each works reviews the status of the 
wage vacation accrual in order to revise, if 
necessary, the provision for the remaining 
three months of the year so that any bal- 
ance remaining as of December 31 will be 
held to a minimum. This is desirable as the 
fund is closed out to December cost and 
any major adjustment would tend to distort 
cost for the month of December.” 


A member of a nationally known ac- 
counting firm told us: 


“Generally speaking, I do not see how any 
company is going to know exactly what the 
liability for accrued vacation wages is at any 
given date prior to the date on which an em- 
ployee meets the requirements of the union 
contract. There is always that contingency 
that an employee may not be on the payroll 
June 1. 

“I know of a company, however, whose 
fiscal period ends on July 31. The union con- 
tract provides for a bonus to all employees on 
the payroll on December 1 who have been 
with the company for a certain number of 
months prior to December 1. At no definite 
date, therefore, prior to December 1 could the 
bonus be accurately accrued. In order to elimi- 
nate such a condition, the union contract was 
revised the following year to provide for the 
bonus to all eligible employees who had been 
with the company for a certain number of 
months prior to August 1. That gave the com- 
pany the opportunity to correctly accrue the 
bonus as of the close of its fiscal year. It also 
eliminated any possible controversies with the 
Treasury Department in setting up the bonus 
accrual. Of course, the monthly accruals prior 
to August 1 could never be determined accu- 
rately. Inasmuch as the bonus was computed 
as a percentage of the employees’ wages with 
certain limitations, the company did set up an 
accrual on its weekly payroli, and when em- 
ployees were cropped from the payroll, the 
amount that had been set up for accrued 
bonuses for those employees was used to re- 
duce the accrued bonus account. It also oper- 
ated to reduce wages. 

“There are many corporations which operate 
On a calendar year basis but accrue vacation 
pay or bonuses to employees who are on the 
payroll on a given date other than December 
31. It is possible for those corporations to 
have the two dates coincide, because by so 
doing, an accurate accrual can be determined 
and reflected on the companies’ statements.” 


VACATION WAGE Not ACCRUED 


“Our company, like practically all others, 
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grants its hourly employees an annual vaca- 
tion with pay provided, of course, that the em- 
ployee has met certain requirements as to 
working a specified number of weeks, etc. We 
have never accrued this vacation wage expense, 
but rather have charged it to operations every 
month as the vacation was paid. Our mill 
superintendents have insisted that these vaca- 
tions should be spread over a period of time 
so that too many of our key employees will 
not be off at the same time. As a result our 
vacations are pretty much spread over the 
whole year, because some want to fish in the 
spring, some go to the beach or to the moun- 
tains in the summer, some go deer hunting in 
the fall, some go duck and goose hunting later 
on in the fall and so those poor fellows with 
little seniority are required to take theirs in 
the winter time. We have also found that it 
is impossible to forecast accurately the amount 
of this vacation expense due to such factors 
as an occasional retroactive pay grant, and 
the fact that sometimes employees may be made 
either eligible or ineligible by some special 
action of the union or management. 

“It is my understanding that an estimated 
accrual for vacation wages would not be a 
legitimate expense for federal income tax; 
so that the figures as prepared at the end of 
the year would have to reflect the actual amount 
that had been expended for vacation wages. 

“The only advantage to be gained in the 
accrual of this expense would be to have, for 
example, the month of March when few vaca- 
tions are taken, bear the same share of the 
vacation expense as the month of August when 
the largest number are taken. There might be 
some small advantage resulting in that the 
monthly statement might reflect a truer pic- 
ture. However, in our case, the expense is 
pretty well spread over the whole year and 
the advantage gained would not be worth 
the time or the effort that would be expended 
to give the information. There are many esti- 
mated figures that are used in monthly state- 
ments including estimated inventories, so there 
are many places where the monthly statements 
could possibly be to a greater amount incor- 
rect than in the small amount that is repre- 
sented in the difference between the actual 
and the accrued vacation expense.” 


Still another contributor to the sur- 
vey writes as follows: 


“We have a situation comparable with the 
one cited. We have as yet found no means of 
arriving at an accurate figure for the accrual. 
Our procedure is to obtain an estimate from 
our Industrial Relations Department as to the 
approximate number of people who will qual- 
ify for vacations during the ensuing year. 
Based upon this estimate, an extension is made 
at an average rate of pay. This balance is the 
basis for the annual accrual and one-twelfth 
is provided monthly. 

“So far as I know, there is no accurate 
means of determining the accrual since it is 
impossible to determine at the beginning of 
the year how many people will actually qualify 
for vacations during the year.” 


CALENDAR YEAR COVERAGE 


“Our situation is a little different from that 
of the inquirer. Our contract covers the calen- 
dar year and the employees who are on the 
payroll on January 1 of the following year 
who have qualified by working the required 
number of hours are the ones who are en- 
titled to vacation pay. 

“In view of the fact that we are on a 
calendar year in our accounting, and the liabil- 
ity for the vacation wages is neither known 
nor determinable until we know who are on 
the payroll on January 1, we do not accrue the 
amount during the year that the services are 
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performed. In January, however, we set up 
an estimated amount and write that into the 
manufacturing records on a pro-rata basis dur- 
ing the year. This equalizes our charges into 
our costs from time to time. The actual pay- 
ments are made at the request of the em- 
ployees and are very heavy in January with 
some holding their requests until summer vaca- 
tiontime. 

“We were once with another company 
where the qualifying date was September 1 and 
the company was on a calendar. year basis. The 
attorneys held that the liability for the pay- 
ment was not completely established until the 
employee had made a request for his check. On 
that basis, we charged the amounts to expense 
as paid.” 

As can be seen the answers to this 
problem on the accounting treatment of 
accrued vacation wages are painstaking. 
They even went far beyond the original 
subject into the field of taxation—which 
subject is to be treated later. They neces- 
sitated considerable time and effort on 
the part of those who responded, and we 
wish to record the fact that the results 
were greatly appreciated by the inquirer 
who wrote that he had no idea the cover- 
age would be so complete nor of such 
real help. 


Fuller Disclosure Asked 
By SEC Commissioner 


Edmond M. Hanrahan, SEC commis- 
sioner, said recently that ‘‘public confi- 
dence in the securities markets cannot 
last long if certain issuers of securities 
continue to pursue a policy of withhold- 
ing material facts from their public se- 
curity holders.” 

Advocating fuller disclosure of finan- 
cial information by companies, Mr. Han- 
rahan said, “an issuer which goes to the 
public to finance its enterprise has a 
moral obligation to keep the public in- 
formed of the progress of its business.” 

He added that the SEC has not aban- 
doned its proposal for legislation which 
would require large issuers of unlisted 
securities to file corporate information. 
Commissioner Hanrahan told the Na- 
tional Security Traders Association that 
though the SEC has not pressed adop- 
tion of legislation to require such filings, 
“we are determined to have the proposal 
jointly considered” with a broad program 
of statutory revision the SEC has under- 
taken. 


Wage Violations Reported by 
Federal Labor Department 


The Labor Department reported in 
September that it uncovered $18,000,000 
in wages illegally withheld from 311,236 
workers in the year ended June 30. So 
far, it said in a statement, 15,000 employ- 
ers have paid up $8,864,000 and 5000 
have done nothing. The department re- 
ported it found minimum wage, overtime 
or child labor violations in 20,570, or 51 
per cent., of 40,350 plants inspected dur- 
ing the year under the Wage-Hour and 
Public Contracts Acts. 








Ate Retail Prices Too High? 


Retail prices and living costs are to- 
day the highest since 1920, the peak of 
World War I inflation. However, that 
does not necessarily mean that they are 
too high. Many elements enter into a dis- 
cussion of prices, such as quality, service, 
merchandising technique, cost of goods, 
transportation, wages, and the like. 

One might say that retail prices are al- 
ways too high, based on the assumption 
that lower prices would sell more goods, 
and, thereby, increase the standard of liv- 
ing for everyone. That, however, is an 
academic rather than a practical statement. 

Correct retail prices are the result of 
a combination of many forces, among 
which are the following: 


Customer Buying Power 

Real customer buying power is dependent 
upon employment and productivity. Although 
other elements enter into buying power, the 
effective use of manpower is by far the most 
important. Even though it is possible to sus- 
tain buying power by government-made work 
policies, and such, in the long run buying 
power can only be sustained by effective utili- 
zation of manpower and capital goods. 


Manufacturers’ Competition 


Second in importance in affecting retail 
prices is competition. The main operation of 
competition at the manufacturing level is be- 
tween industries. Normally, in this country 
that competition is intense. This safeguards 
the customer against abnormally high prices. 


Retailers’ Com petition 


In addition to competition between manu- 
facturers, there is competition between dis- 
tributors of the same product. This element 
stimulates efficiency and better values. In war 
time, shortages interfere with the natural oper- 
ation of these forces. 


Prices have been moving upwards since 
January, 1941. They moved upwards even 
during the period of the OPA. That 
agency did not succeed in controlling 
prices. It maintained prices, but it could 
not control quality or black markets. It 
could not bring merchandise into produc- 
tion or into stores when the maintained 
prices were less than the cost of produc- 
tion. OPA forced black markets on the 
public. 


WHOLESALE PRICE RISE 

The wholesale price index is now more 
than double what it was in January, 1941. 
Retail prices always lag behind wholesale 
prices, but retail prices are also increasing. 
The following schedule from Business 
Week of August 16, 1947, will show 
what has happened to the price index 
since 1941: 


By Joseph J. Myler 


Prices (Average for the Week) 


Spot commodity index (Moody’s Dec. 31, 1941—100) 
Industrial raw materials (U. S. Bureau of Labor Statistics, Aug. 


1939—100) 


Domestic farm products (U. S. Bureau of Labor Statistics, Aug. 


1939—100) 
Finished steel composite (Steel, ton) 
Scrap steel composite (Iron Age, ton) 
Copper (electrolytic, Connecticut Valley, Ib.) 
Wheat (Kansas City, bu.) 
Sugar (raw, delivered New York, |b.) 
Cotton (middling, ten designated markets, Ib.) 
Wool tops (New York, Ib.) 


Rubber (ribbed smoked sheets, New York, Ib.) 


The following schedule shows the in- 
crease in automobile prices since 1942. It 
does not include the latest rise in Ford 
prices: 


Ford Deluxe 8, 2-Door Sedan................ 


Plymouth Deluxe, 2-Door Sedan............ 
Chevrolet Stylemaster, 2-Door Sedan.......... 


Nash 600, 5-Passenger Coupe............... 


Hudson Super-Six, 4-Door Sedan............. 


Studebaker Deluxe, 2-Door Sedan............ 


Anyone who shops for the family table 
knows that the price rise in food has been 
very substantial. In 1941 round steak 
cost 39 cents a pound. Today the aver- 
age is about 78 cents. Butter has increased 
from 41 cents a pound to 90 cents. Milk 
has advanced from 13 cents a quart to 
about 22 cents. Bread is up 5 cents a loaf 
and going higher. Eggs are up from 40 
cents a dozen to about 80 cents. Rent, 
fuel, repairs, are all up substantially from 
1941. 

The cause of high food prices is some- 
what confused. The meat packers claim 
they are not to blame. Their financial 
statements have not shown higher profits. 
They claim they pay more for steers and 
add that additional cost to their price. 

In an article entitled “The Great Plains 
Hit the Jack Pot,” by John Bird in the 
Saturday Evening Post for August 30, 
1947, the present prosperity of the farmer 
is described. Wheat is $2 per bushel. An 
ordinary calf brings $100 and a nice fat 
steer about $300. In 1946, the return to 
the farmer in ten states in the Plains was 
four times what it was in 1939. Farmers 


Average 
August 1946 1941 
424.5 348.9 198.1 
270.0 240.2 138.5 
372.6 306.8 146.6 
$75.41 $64.45 $56.73 
$40.42 $19.17 $19.48 
21.500¢ 14.375¢  12.022¢ 
$2.29 $1.93 $0.99 
6.32¢ 4.20¢ 3.38¢ 
35.16¢ 35.88¢ 13.94¢ 
$1.680 $1.330 $1.281 
15.01¢ 22.50¢ 22.16¢ 
1942 Current Per Cent. 
Price Price Increase 
eran eine $ 850 $1,120 32 
ee 850 1,164 37 
Pk a ae 800 1,135 42 
pelesnictavees 883 1,315 49 
cererer 1,092 1,631 49 
OEE ee 809 1,262 56 


are buying $6,500 planes to have fun in. 
Farm mortgages are down to one half the 
1937 figure. 

The banks in those states are so liquid 
they slosh. Deposits are ten times what 
they were ten years ago. 

Farming has been mechanized to the 
point where one monster pulled by a 
powerful tractor eats up a forty-two-foot 
strip of ground, turning under sixteen 
acres an hour. Even such a giant looks 
like a Japanese beetle in a field that is 
three miles long and two miles wide. 

Here indeed is prosperity, but a note 
of warning is coined A research expert 
on soils said, “We are heading into the 
same set of conditions that gave us the 
‘Dust Bowl’.” 

This is not a very healthy outlook for a 
large segment of agriculture, which is the 
very foundation of our economic system. 
About 8,500,000 of our people are gain- 
fully employed on farms, compared with 
12,000,000 in manufacturing and 10,- 
000,000 in transportation. Without farm 
production, there would be little activity 
in the factories, in transportation, or in 





suppliers as well. 





H. C. L. IS BACK AGAIN! 


With wide-spread public understanding of the problems brought about by a 
rising price level, it is timely to consider the analysis presented by Mr. Myler at 
a recent meeting of the Rochester Control. His views will prove stimulating not 
only to those actively engaged in retailing, but to the retailers’ customers and 


—THE EDITOR 


————, 
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the stores of the country. Agriculture is 
far more important to our economy than 
many persons think, and it is important 
that agriculture be placed and kept on a 
sound business basis. 

High prices do not begin and end with 
the farmer, and no sane person complains 
about the prosperity our farmers are en- 
joying. Farmers should not enjoy it, how- 
ever, at the expense of some other group. 

Why are retail prices high? Is it be- 
cause of monopolies? 

There are no known serious monopo- 
lies in retailing that cause higher prices. 
If there were, we should all be glad to 
have them checked. The Government has 
recently accused steel, rubber and other 
companies of monopolistic practices. The 
companies deny the charges, and can 
probably prove themselves not guilty. The 
Government's investigation is probably 
full of sound and fury, and will accom- 
plish nothing. 

There are, of course, agreements be- 
tween business men, and have been as 
long as men have done business together. 
It seems to be a human trait and should 
not be eliminated. Such agreements, how- 
ever, should not be interpreted as mo- 
nopolistic. 

Even attempts to control retail prices 
by the manufacturers is not monopolistic, 
nor does it interfere with the theory of 
free enterprise. If such prices are set too 
high, other firms will take the business. 
If set too low, the business will suffer 
and soon correct its error. 

Are retail prices high, then, because of 
inflation? 

High retail prices are due to inflation, 
which today is the most serious problem 
facing our economy. Were it not for in- 
flation, the other factors governing prices 
would tend to keep them under control. 
Inflation overthrows all the other forces 
and takes full command. Many persons 
think inflation comes from high prices, 
whereas it is the other way around. 

Prices are high because of increased 
costs of doing business, raw materials, 
supplies, labor, and services. Every item 
entering into the final cost of an item is 
higher. 

According to financial authorities, the 
dollar of today is worth about one half 
what it was worth in 1941. That means it 
buys half as much, or that prices have 
doubled. 

It is not a question of whether or not 
we have inflation. It is here in a very sub- 
stantial degree. It is our greatest national 
problem, and our vital concern is where 
may it lead us, and what can we do about 
It. 


Two KInpDs OF INFLATION 


_We should recognize that there are two 
kinds of inflation. There is the simple 
kind which results from a surplus of pur- 
chasing power in the hands of consumers, 
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in whatever form it may be, either cash 
on hand, money in the bank, government 
bonds, or other kinds of ready cash, and 
a shortage of wanted goods. Under such 
conditions, prices rise. Under normal con- 
ditions production is stepped up, the 
shortage of goods is corrected, and prices 
adjust themselves. We have had several 
such periods of inflation, but they have 
not lasted long, nor been too serious 
under normal conditions. 

The other kind of inflation is caused by 
abnormal conditions such as war. Such in- 
flationary periods are serious matters and 
need to be given careful study to prevent 
disastrous results. 

A brief study of the effects of infla- 
tion in Germany after World War I will 
indicate to what extent inflation can go. 
In 1921, an American penny would have 
purchased all the mortgages on German 
property. One man cashed a $10,000 life 
insurance policy and bought himself a 
straw hat. 


CAUSE OF THE PRESENT INFLATION 


We have recently passed through a 
world war. The economy of practically 
every nation on the globe was seriously 
affected. Our productive effort was de- 
voted to war goods, while civilian goods 
became very short. 

Two years have elapsed since the end 
of the war. The natural correction one 
might expect from war-time inflation has 
not taken place. Instead, the situation has 
become worse. Prices have continued to 
rise. They are now near record high levels 
and give no indication of having reached 
their top. 

We are facing an artificial cause of 
inflation today which is identical in effect 
to the artificially caused inflation of the 
past. 

Ever since 1938 industrial and other 
wage rates have been going up. Industrial 
production has also gone up, Prat at about 
one half the rate of industrial wage rates. 
During the period, wage increases were 
demanded and granted without any ac- 
companying increase in the rate of pro- 
ductivity or in total production. This 
trend was in effect during the war and 
has not been changed since. 

From 1941 to 1945, many thousands 
of individual company and many hun- 
dreds of industry-wide wage increases 
were granted with the approval of the 
War Labor Board. These wage increases 
were granted without any relation to in- 
creases in productivity. Prices simply had 
to rise. Those wage increases were passed 
on to the government in cost-plus form. 
We shall be paying high taxes for many 
years to pay for the high-priced war. 

Since the war, there have been sharp 
wage increases without any relation to in- 
creased productivity. The war-time pat- 
tern has been followed of adding them 
to the cost of production and passing 
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them on in higher prices to the public. 

The philosophy that wages could be in- 
creased without increasing prices had ab- 
solutely no foundation in fact or experi- 
ence. 

These wage increases without increased 
productivity have been the cause of the 
increase in retail prices. It not only ap- 
pears in the cost of merchandise, but in 
store payroll, and in the cost of store 
supplies, fixtures, remodeling repairs, new 
building, and services. American business 
men have been rushed down the road to 
inflation. Wage and salary workers have 
been like boys trying to get ahead of their 
shadows, vainly trying to get ahead of 
the rising costs of living, of which their 
own past wage rates have been the cause. 


PRODUCTION MusT RISE 


It is a vicious cycle which, unless 
stopped, can go on to sheer ruin. So long 
as production does not increase as wages 
increase, it is inevitable that inflation 
must continue, and no one knows what or 
where the end is. 

Not only is there no attempt to increase 
production, but there are concerted efforts 
to hold production down. Soldiering on 
the job is one reason for increased costs, 
because it contributes to curtained pro- 
duction when we need more goods. 
Feather-bedding, long a labor philosophy 
of some leaders, contributes to the high 
cost of goods. It is impossible to measure 
the effect of low productivity of work- 
ers on our inflation, but the judgment of 
many is that it has a tremendous influence 
on it. The slow-down and sit-down at- 
titude is far reaching, and it is adding 
fuel to the inflationary conflagration 
which promises to grow until it is as hot 
as Hades and as all-consuming. 

The present inflation is due to a large 
extent to these shortages—certainly far 
more than to a fear of the soundness of 
the dollar. Foreign crop failures have 
contributed to the food shortage. The 
combination of record imports and in- 
ventory requirements is largely the cause 
for shortages of many industrial goods. 
The demand for these goods has pro- 
duced jobs for over sixty million per- 
sons, which means that there is a labor 
shortage. 

It would not take very much of an 
adjustment to correct these shortages. 
Given better crops abroad next year plus 
a good harvest here, and supply would 
more nearly equal demand. No one can 
predict what crops will be. This year’s 
corn crop has been materially reduced by 
the recent hot, dry period. Corn is higher 
than wheat, and our food prices will soon 
reflect the smaller crop. 

Given a retrenchment in exports to 
England, plus an easing of the inventory 
situation, and competition might prevent 
manufacturers from passing on every cost 
increase to consumers. 
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Given even a moderate increase in un- 
employment, and unions would be less in- 
sistent on wages and more production 
would result. 

In fact, the game of leap frog played 
by prices, profits, and wages, which to- 
day constitutes the inflation spiral, may 
be nearing an end. 

There are other causes of high prices. 
One is greed. 

Generally speaking, prices in chain 
stores are lower than they are in other 
types of stores. When one buys on a 
cash and carry basis, one should not pay 
a price that includes credit service or de- 
livery service. 

In our stores we believe that prices are 
higher than they should be in only two 
lines of merchandise—candy and textiles. 

Candy prices ate too high because 
candy manufacturers are greedy for prof- 
its. An analysis of the statements of candy 
manufacturers will show that net profit 
after taxes is running from 25 per cent. 
to 35 per cent., whereas normal profits 
would be from 8 per cent. to 10 per cent. 

This can only result in higher retail 
prices unless the retailer absorbs the in- 
creased manufacturer's price, which, of 
course, is not being done. 

A similar situation exists in cotton 
manufacturing. Audited reports of these 
companies will show net profit after taxes 
of 18 per cent. to 25 per cent., whereas 
normally they would be happy to show 
from 3 per cent. to 5 per cent. Although 
spot cotton is now lower than it was a 
year ago and October cotton is 3 cents a 
pound less than it was a year ago, prices 
on textiles and yard goods are from 40 
per cent. to 60 per cent. higher than they 
were a year ago. This increase can only 
result in higher retail prices. 

Both these cases of too high retail 
prices result from manufacturers’ greed, 
and have no relation to high wages or 
productivity whatever. In fact, wages have 
been blamed too much for some of the 
high retail prices. 

There are other examples, too. One 
automobile company, for instance, showed 
a profit of $30,000,000 for the first six 
months of 1947. Most automobile com- 
panies are showing large profits, and have 
shown little disposition to absorb any of 
the increased labor costs. 

There are greedy retailers, too, who 
take advantage of the present situation to 
make a higher mark-up. Add to that the 
greed of individuals and the leaders of 
labor, and we have a serious situation re- 
sulting from a human failing—greed. In 
fact, if one wanted to be philosophical 
about it, he could blame many of the ills 
of the world on greed. 

We should not pass lightly over the 
fact that the Federal Government has con- 
tributed materially to the present infla- 
tion. The enormous scale of federal bor- 
rowing and spending in World War II 
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has resulted in tremendous inflationary 
pressure on prices. The 258 billion dollar 
debt is a monumental bit of financing, 
and out of it has come the greatest supply 
of money in the form of demand de- 
posits we have ever seen. 

Against that huge supply of money 
there is a shortage of goods. Thus a rise 
in prices is inevitable. It is the same pat- 
tern that followed World War I. 

We all realize that credit was necessary 
to win the war, but now that we are striv- 
ing to bring our economy into balance, 
we need a strong government policy of 
retrenchment and saving. 

If we are correct in listing inflation as 
our greatest problem and one that could 
end very disastrously for us, we should 
take courageous steps to combat it. 


CONSIDER WAGES 


Every wage increase granted and ac- 
cepted should bring about a proportionate 
increase in productivity. Unless this is 
accomplished, every increase in wages is 
as dangerously inflationary as the unreg- 
ulated issuance of printing press money. 

Attention should be given to minimum 
wage rates established by the Fair Labor 
Standards Act of 1938 and the minimum 
wage rates set by law or administrative 
order of 20 or more states, which without 
providing more production interfere with 
the normal workings of the law of sup- 
ply and demand. 

Minimum wage rates do not accom- 
plish what union leaders and labor de- 
partment officials claim for them. A min- 
imum wage rate does not protect any- 
one unless the government also guaran- 
tees an annual income to everyone whether 
employed or not. 

Union leaders do not want increased 
production. They are against incentive 
pay. They are afraid of speed-up systems. 
They are afraid to produce now because 
the thought of 1930-33 is still with them. 
Yet today our greatest need is more pro- 
duction. 

Labor made a mistake at the end of 
the war by not taking a stand something 
like this: We shall not ask for more 
money now. Adjust our wages to our 
shorter hours fairly, and we shall be sat- 
isfied. However, we want prices to be 
gtadually reduced by about 10 per cent. 
Furthermore, we want any firm that shows 
profits that are out of line with pre-war 
experience to be penalized under an ex- 
cess profits tax. Such a program would 
by now be bearing fruit, and everyone 
would be better’ off. 

Instead, we have had two rounds of 
wage increases and there is a third com- 
ing. The request will be for about 10 
per cent. Authorities predict that the rea- 
son given will not be the increase in the 
cost of living, but the high profits of 
many concerns. 

There is still time to take a sane view 


of these increases that add to the infla- 
tionary spiral. 

If minimum wages are set too high, 
wages for every efficient worker must be 
raised. This increases the cost of mer- 
chandise. Efforts to raise the minimum 
wage rates will, therefore, raise retail 
prices because they will raise the wage 
structure of the country. 

Shortening hours of work, if former 
rates of pay are continued, is a direct 
cause of inflation. This procedure was 
correct during the depression because it 
provided work for more persons. Today, 
we need more merchandise, and to 
shorten hours and produce less is infla- 
tionary. 

Many economists ate doubtful if our 
economy can be sustained on a work week 
of forty hours or less. Employees and 
employers have rushed into this trend to- 
ward a shorter week without regard for 
its eventual effect upon our standard of 
living or the future of our economy. 

If the present trend toward higher 
wage rates and shorter work days and 
weeks continues, how can retail prices do 
anything but continue to rise? 

We must bear in mind that any major 
change in either wages or working hours 
in any industry tends to spread to all 
industries. If the workers of one indus- 
try are entitled to a raise, then the work- 
ers of all other industries are likewise 
entitled to one. That kind of thinking 
spreads very rapidly. If wage increases 
are the principal cause of inflation, steps 
can and should be taken to control them. 


EDUCATIONAL APPROACH 


For the long range benefit of our en- 
tire economy, we need to revise our edu- 
cational system somewhat. We need to 
add a real study of economics. Imagine 
a person graduating from college without 
any study of economics except one semes- 
ter and what he gets in the exchange of 
ideas with fellow-students or in his con- 
tacts with bosses if he works for his 
board. Many persons in important posi- 
tions know practically nothing about eco- 
nomics. Some of them admit it. It is a 
wonder we do not have more “‘screw- 
ball’ plans than we do when so little is 
done to inform our students in the field 
of economics. 

We would not think of not teaching 
reading or writing or arithmetic or spell- 
ing or grammar. We add history and 
geography as the mind develops and then 
languages and higher subjects. Economics 
is as important as any of the fundamental 
subjects. It is used more than _ history 
or geography or foreign languages by 
most of us. A knowledge of economics 
would help us all in our daily lives. It 
would help our leaders solve economic 
problems; it would help our legislators 
make better laws. If no grammar were 
taught in our schools, can you imagine 
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The Controller, December, 1947 


what our language would be in a few 
years ? Economics is given a sort of absent 
treatment. One semester of economics in 
college cannot fit a person to battle the 
hardest problem of life—making a living. 

Economics should be added to the fun- 
damental subjects taught in schools. It 
should be started early and continued 
throughout the education of youths— 
both boys and girls. It should be taught 
by competent instructors who have them- 


-selves made a thorough study of the his- 


tory of economics and its many problems. 

Retailers should allocate a small per- 
centage of their total advertising allow- 
ance to do educational work in the field 
of economics. 

There is a great deal of misunderstand- 
ing about the amount of profit a retailer 
makes. So many incorrect mark-up figures 
are seen printed and heard quoted, that 
it seems essential for retailers to combat 
the erroneous opinion that profits are 
exorbitant. Statistics along this line are 
rather easy to get. For a great many 
years, the Harvard Business School has 
been publishing figures that show the net 
profit, after taxes, of most of the variety 
chains. In another study, is shown the 
amount of profit of specialty stores. The 
National Retailers Dry Goods Association 
issues yearly reports showing the amount 
of profit for many of the retail stores of 
the country. Not only could erroneous 
conditions be corrected by the right kind 
of advertising, but a considerable amount 
of work could be done in correcting some 
of the wrong theories about economics. 

It seems that it might be especially 
apropos to launch such a campaign at this 
time, because many of the academic peo- 
ple are beginning to realize that the free 
enterprise system has everything in its 
favor. This comes about from a serious 
study of this phase of economics itself, 
and also from close association on the 
part of many academic leaders with the 
New Deal philosophy and policies over 
the last fifteen years, and especially with 
the evidence of inability of the economies 
of Great Britain and Sweden to save their 
own people from inflation and hunger. 


CLARIFY RESPONSIBILITIES 


The responsibilities of management, 
government, and labor need to be ex- 
plained and clarified. Sometimes manage- 
ment loses sight of its goal to produce 
more goods and services for the growing 
wants of customers at prices people can 
afford to pay. That is a job for the thou- 
sands of business men who are operating 
the nation’s business. In our country, busi- 
nesses are dependent upon one another. 
So are workers. They pay each others’ 
wages and buy each others’ goods. 

Sometimes labor loses sight of its own 
tesponsibility to produce a fair day’s out- 
put for a fair salary. If labor enforces 


too strict demands by taking advantage of 
conditions, it helps set in motion forces 
which will eventually work severe hard- 
ships not only on labor, but business as 
well. 

Sometimes government loses sight of 
the fact that it is supposed to provide 
strong and sane leadership. A govern- 
ment which seeks only to perpetuate itself 
in office by catering to votes has lost its 
sense of responsibility. This country was 
founded on the philosophy of very little 
power at the top. Instead, the individual 
was encouraged to succeed on his own in- 
dustry and initiative. We are losing sight 
of that founding principle and need to 
return to it. 

America is great because it offers lib- 
erty and opportunity to its people. It must 
be kept great. It was founded on the 
philosophy that individual men could 
build successful futures if they wanted to. 
Upon that philosophy our forefathers 
built a great nation. We must preserve it, 
but we are doing a poor job of making 
the basic idea of our society understood. 
We have just fought a great war to make 
it secure, but we have not yet learned how 
to keep it secure by peacefully spreading 
its basic philosophy. 

Retail leadership in the United States 
needs to be consolidated and strength- 
ened. There are three or four large retail 
associations, but there is a lack of uni- 
formity of opinion regarding how dis- 
tribution can best be accomplished. John 
Gunther, who has written about the in- 
side of more countries than any other 
American author, in a recent magazine 
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article listed the 64 individuals who run 
the United States. There was not a re- 
tailer in the group. 

When we consider that the total retail 
sales for 1946 were $98,000,000,000 and 
that they probably will total $100,000,- 
000,000 in 1947, the retailer occupies a 
very important position in an economy 
where the total national income is $175,- 
000,000,000. In the present situation, the 
retailers’ know-how especially should be 
sought and put to use. 

We might reduce these suggestions to 
six, as follows: 


1. There should be no wage increases 
granted, either individual, company, or in- 
dustry-wide, that are not accompanied by 
substantial increases in productivity. 

2. We must prevent artificial wage in- 
creases through legislative or administrative 
orders, such as minimum wage proposals 
now being urged both at the federal and 
state levels. We owe this not only to our- 
selves as business people, but also to our 
customers, the consuming public, and, most 
of all, to the workers themselves. 

3. We must get rid of the present legisla- 
tive restrictions of the hours of work to forty 
per week. If this restriction is allowed to 
stand, it is likely to become a millstone 
around the neck of our economy. It will 
reduce our nation’s productivity. It will 
sap our national strength and tend to re- 
duce the nation to second-rate importance. 

4. We should begin at once to teach eco- 
nomics in our schools, beginning with grade 
schools and carrying the program through 
college. 

5. We should expend a portion of our 
advertising in educational work to make our 
system better understood. 

6. Retailers should have a spokesman who 
is accepted as one of the “rulers of Amer- 
ica.” 


30 States Have Passed Labor Curb 
Legislation This Year 


The popular feeling that swept the 
Taft-Hartley Labor Law to enactment over 
the President’s veto is shown in recent 
Labor Department figures on what has 
been happening in State Legislatures, 
according to an analysis by Fred W. Per- 
kins, a Scripps-Howard Staff Correspond- 
ent. 

Mr. Perkins observes that Legislatures 
met in 45 states this year. Some form of 
union-restrictive legislation was passed in 
30. Probably two-thirds of the states now 
have laws of this type. Im some cases 
these state acts are more stringent than 
the Taft-Hartley Law. In such instances 
the state law takes precedence over the 
Taft-Hartley Law. 

“Every one of these state laws will be 
taken into court, and to the Supreme 
Court if necessary,” said Herbert S. 
Thatcher, assistant general counsel of the 
AFL. Until then, he expects most of the 
state laws will not be fully enforced. 


Union lawyers hope: this will apply in 
some degree to the Taft-Hartley Law, 
also. 

The AFL’s main state battles will be in 
the 16 that have some form of right to 
work or anti-closed shop law, it is re- 
ported. 

“Now,” said Mr. Thatcher, “the best 
chance seems to be with the North Caro- 
lina law against the closed shop. We have 
just been able to obtain two convictions 
there—furnishing a basis for our case.” 

Other states with laws restricting the 
closed shop are Arizona, Arkansas, Dela- 
ware, Georgia, Iowa, Maine, Nebraska, 
New Hampshire, North Dakota, South 
Dakota, Tennessee, Texas and Virginia. 

Other subjects most dealt with in the 
new state laws are restrictions of strike 
activities, prohibition of secondary boy- 
cotts and jurisdictional strikes, regula- 
tion of picketing, and regulation or pro- 
hibition of strikes in public utilities. 








Why Not Use the W-2 Forms for Reporting to 
Social Security and Unemployment Boards? 


The author of these observations is as- 
sistant treasurer and asststant secretary of 
Popular Mechanics Company, Chicago. A 
certified public accountant (New York), 
he served for four and one-half years of 
World War II in the Office, Chief of 
Ordnance, emerging with the rank of 
Lieutenant Colonel. Mr. Gesick was made 
chief of the Accounting Branch, Fiscal 
Division, in Ordnance, in August, 1944. 

—THE EDITORS 


Four times a year the average payroll 
department gives a shudder and figura- 
tively hitches up its trousers. On top of 
the burden of making out regular payrolls, 
withholding statements for terminated 
employees, adding on new employees, 
and such, it must prepare the forms called 
for by the Social Security Board and the 
State Unemployment Commissions hav- 
ing jurisdiction over the Unemployment 
Insurance tax to be collected for em- 
ployees working in their respective states. 

At least three times a year the payroll 
section has to take on unusual burdens in 
addition to its regular work. Normal peaks 
and valleys in a payroll department are 
accentuated by these O. A. B. and Un- 
employment Insurance tax requirements. 

The figure “three times” is used be- 
cause it appears that much of the detail 
in three quarterly reports could be elim- 
inated. The procedure, briefly, would be 
to put the information required by Social 
Security laws on the same basis as the in- 
formation required by the Treasury De- 
partment under the Internal Revenue 
Codes for withholding taxes being col- 
lected by the employer as agent for the 
government for income tax purposes. 

True, there is a slight deviation in that 
there is not only an amount to be collected 
from the employee for Social Security tax 
purposes, but the employer must make an 
equal or like contribution. However, this 
deviation is minor; the main difference 
that stands out is that the withholding 
tax is collected in a much simpler manner. 

For withholding tax purposes the gov- 
ernment asks the employer three times a 
year to make a report of the monthly de- 
posit with the proper depositary, report- 
ing the amount of withholding taxes col- 
lected from employees. A very simple 
form is provided; the detail information 
requested is conspicuous by its absence. 
At the end of the year, it asks the em- 
ployer to make a detailed report to it of 
amounts withheld from all employees, 
which must agree with the report on de- 
posits made with the depositaries. A rec- 


By Edward J. Gesick 


onciliation form is presented for this pur- 
pose, and an adding machine tape com- 
pletes the information requested. With- 
out doubt, the Treasury Department has 
done American employers a service in 
making its report forms so simple to han- 
dle, and the collection of the withhold- 
ing taxes is truly remarkable in its sim- 
ple application. 

Consider, however, the collection of So- 
cial Security taxes. Four times a year the 
employer has to prepare a complete list, 
showing taxable wages paid to each em- 
ployee coming under the Social Security 
Act and must show four times a year 
that employee’s Social Security Number 
and the specific amount withheld from 
him in each quarter. In addition, state 
boards require the same information for 
unemployment insurance purposes, and, 
fortunately, they have taken enough cog- 
nizance of the employer's record-keeping 
burden to permit him to make reports for 
them as a by-product of the report made 
for Federal purposes. 


Wuy Two METHOopDs? 


The basic sources for all of these re- 
ports—that is, the withholding tax report, 
the Social Security Board report, Form 
SS-1, and the respective states’ unemploy- 
ment insurance reports—is the same: the 
individual employee's payroll card. With- 
out exerting the imagination too much, it 
appears reasonable to wonder why it is 
that two different methods have to be 
employed for the collection of these taxes. 

The intricacies and legalities of collec- 
tion and forms prescribed therefor cannot 
be gone into, since it is not the intention 
of this paper to make reference to all 
forms, paragraphs and statutes and pro- 
cedures. The main problem is, simply, 
why cannot all these reports be prepared 
in the same manner as the collection of 
withholding taxes? 

It may be that the Social Security Board 
desires information currently, but it has 
been the author’s experience that, in the 
event of death or retirement, the Social 
Security Board writes the company con- 
cerned anyway. It seems that that Board 
increases its work load in tabulating four 
times a year these long, detailed reports. 
This tabulation reveals errors of omis- 
sion and commission, which calls for care- 
ful auditing not only in the Board’s office 
but in the employer's office as well. 

The same principle applies to the state 
unemployment insurance authorities. The 
state unemployment insurance authorities 
may say that this information is necessary 
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in determining the amount of benefit pay- 
ment to an employee. That may be true 
in some instances, but a slight revision of 
the system could be effected whereby the 
state commission could get this informa- 
tion up to date and more current than 
any present report it now receives. That 
would be done by simply furnishing it 
with a statement of taxable wages paid 
to an employee in any calendar year at 
the time of the employee's layoff or dis- 
charge, or by its receiving an employer's 
report of taxable wages paid to employees 
terminated during a quarter at the end of 
every quarter. 

Whatever improvement could be made 
would be beneficial to the employer, and 
it is believed would be equally beneficial 
to the state boards and the Federal Social 
Security Board. The reporting of the 
amounts paid and the amounts withheld 
from employees for Social Security and 
withholding tax purposes, could be made 
on the present form W-2. Improvements 
in the type of paper and the farsighted- 
ness of the men in the Treasury Depart- 
ment in approving one-time carbon forms 
W-2 permits expansion of these forms so 
that copies could be sent to the Social 
Security Board and other authorities. It 
would be perhaps necessary that there be 
some interdepartmental co-operation to 
work out such a scheme, but this was 
often done during wartime, when co-op- 
eration between governmental depatt- 
ments reached an all-time peak. There 
seems to be no reason why this could not 
be done during peacetime. 


Average Cost of Creating Job Now 
$8,000 


Industry's average investment pet 
worker has risen from about $6,000 in 
1939 to at least $6,600 in early 1947, 
it is revealed in a study made by the 
research department of the National As- 
sociation of Manufacturers. 

The study showed also that to create 
an entirely new job, installing new ma- 
chinery, etc., would cost at least an aver- 
age of $8,000 at the present time be- 
cause of today’s higher price levels. The 
study emphasized that there is wide vati- 
ation in the investment per worker in 
different industries. 

In the chemical industry for instance, 
it costs more than $25,000 to supply one 
worker with equipment. In other indus- 
tries the cost is well below the current 
average. 


X.UM 
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Challenge to Free Enterprise Analyzed at 
Controllers’ 16th Annual Meeting 


Modern controllership’s evet-expand- 
ing horizons were the subject of detailed 
analysis, during the Sixteenth Annual 
Meeting of the Controllers Institute of 
America, when a record attendance of 
corporate controllers and financial officers 
met in Chicago, October 19-22, to study 
today’s challenge to the free enterprise 
system and the means of overcoming that 
challenge. Featured in the agenda of the 
various sessions were formal addresses, 
special industry conferences, and panel 
discussions, each type of approach provid- 
ing new understandings of the problems 
that face the American economy and how 
they can be solved. 

Keynoting the Annual Meeting’s open- 
ing luncheon with the theme, “Free En- 
terptise Can Answer the Challenge,” 
Leonard E. Read, president of the Foun- 
dation for Economic Research, pointed 
out: 

“A man’s economic standing is no criterion 
of his economic understanding, nor is it a 
measure of his influence over others. The man 
at a workbench may be a better prospect for 
economic understanding than his employer is. 

“Those of us who work in this field can- 
not, and need not, tell anyone what he should 
believe or how he should think. But if cer- 
tain sound principles, backed with facts, can 
be presented, they themselves become power- 
ful arguments for a voluntary society and a 
free market economy. If enough American cit- 
izens know the facts about the advantages of 
a free economy, there need be no fear of the 
decisions they will make. But no man can be 
coerced into becoming a true believer in hu- 
man liberty, because such coercion in itself 
strikes at the very fundamentals of human 
liberty. é 

“In other words, if the thought leaders in 
each community can be located and provided 
with economic material and ideas on which 
sound thinking can be based, then we know 
that such a strong case will be made for Amer- 
ican individualism and for human liberties that 
it will be unassailable.” 


With the impetus provided by Mr. 
Read’s observations, the assemblage then 
turned its attention to specific phases of 
the ‘“‘challenge’”—how to maintain corpo- 
rate financial integrity, how to “tell the 
story” to the corporation’s various audi- 
ences, how to handle industrial relations 
eens and how to bring the control- 
ership approach to a high-point of in- 
fluence in corporate councils. 

Many of the manuscripts presented at 
the various sessions are now being re- 
leased to members in a series of four spe- 
cial pamphlets by The Institute. Other 
papers will be presented in the pages of 
THE CONTROLLER, in forthcoming issues. 
Although space limitations prevent a full 
presentation of significant excerpts from 


By Paul Haase 


the more than 50 addresses and discus- 
sion periods, a cross-section of highlights 
presented at the various sessions includes 
the following: 

EARL BUNTING, president of the Na- 
tional Association of Manufacturers, and 
president of O'Sullivan Rubber Corpora- 
tion: 


“What America needs is a yardstick for how 
much taxes this country can afford to pay 
without taxing itself into the scrap heap. This 
yardstick should be one that we can rely on, 
year after year, through good times and bad. 
Our NAM proposals for tax reduction are 
based on the demonstrable, objective fact that 
taxes must permit adequate capital formation 
if this country is to continue to grow, to 
prosper and to provide jobs. We want taxes 
reduced, we want government spending re- 
duced, because we want more and more peo- 
ple to have jobs so that we can make more 
and better goods to be sold for lower prices to 
more and more people. . 

“The danger point of our economy is 
reached when the tax level prevents approxi- 
mately 20 per cent. of the total national in- 
come from flowing into capital investment. 
The fact that taxes have been kited far past 
this point for more than a decade and a half 
puts thorough-going tax reform at the top of 
the “‘must” list for every American who wants 
this country strong, prosperous and with plenty 
of jobs to go around.” 


Murray SHIELDS, vice president and 
economist, Bank of the Manhattan Com- 
pany, New York: 


“Recent developments have increased the 
risk that we shall experience an economic set- 
back when the forces making for the present 
boom-like conditions in industry have finally 
spent themselves.” 

Several points of potential weakness in the 
present economic situation were discussed by 
the economist. He stressed the fact that labor 
efficiency is low, as epitomized by the fact 
that while we have close to 60 million people 
at work today, the production of automobiles 
and housing facilities is smaller than it was in 
1927, when we had only 44 millions at work. 

“Any prosperity based on high incomes and 
low productivity is not likely to last,” Mr. 
Shields declared. He attributed recent spec- 
tacular rises in commodity prices to heavy de- 
mands for goods to build up inventories, to 
export, to expand and improve plant capacity, 
and to meet emergency demands for consum- 
ers’ durable goods, which he described as de- 
mands so urgent that consumers buy almost 
regardless of price. 

“It is just a matter of time until substantial 
readjustments occur in the level of demand in 
several of these areas.’ Another factor stressed 
by Mr. Shields as likely in time to have a con- 
strictive effect on business is the tightening in 
the supply of funds for new capital expansion. 


J. CAMERON THOMSON, president of 
Northwest Bancorporation, Minneapolis: 
“Federal tax reform is imperative if we are 
to have continued high levels of employment 


in this country. Many people do not realize 
that our present tax system was designed in 
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the days of the Model T Ford. Changes since 
have been patchwork additions and adjust- 
ments. It is high time to have a complete and 
fundamental overhaul to meet present needs— 
the least discouraging and most encouraging 
effect on high employment. 

“Tax rates should be stabilized, set so as to 
balance the consolidated cash budget, includ- 
ing provision for debt retirement, at a normal 
level of high employment and then let alone. 
The consolidated cash budget should be used 
rather than the conventional budget (which 
does not include Social Security transactions) 
because this consolidated cash budget reflects 
the full impact of Federal government expendi- 
tures on the economy. Stabilized tax rates and 
current collection bring in a high volume of 
tax dollars in periods when inflation threatens 
and a low volume of tax dollars in periods of 
depression. Stabilized tax rates are automati- 
cally counter-cyclical in their influence on the 
economy. 

“We have had a dramatic illustration of this 
fact, in the last twelve months as tax revenues 
have jumped beyond expectations as prices and 
incomes rose, thereby generating an anti-infla- 
tionary cash surplus on a consolidated basis. 
The combination of stable tax rates, economy 
in Government, and a policy of providing for 
governmental expenditures and debt retirement 
at normal high levels of employment give 
greater hope of sound fiscal policy and ade- 
quate debt retirement than the so-called an- 
nual budget-balancing policy.” 


DANIEL J. HENNESSY, president of the 
Controllership Foundation, Inc.; vice 
president and general manager, Jamaica 
Water Supply Company: 


“A study recently released by the Controller- 
ship Foundation reveals that half the people 
in the United States do not trust financial 
statements made by business and that this 
skepticism is due largely to a lack of under- 
standing of accounting methods. 

“The survey reveals three disturbing facts: 
first, that the public has an erroneous impres- 
sion of the amount of profit made by business 
firms ; second, that a considerable section of 
the public does not understand the terms in 
which business returns are couched even 
though they are sanctioned by long use; and 
third, that despite certified audits and all the 
safeguards imposed by federal and state laws 
and the regulations of the securities exchanges, 
a substantial percentage of the public distrusts 
the financial statements of business.” 

“It is properly the responsibility of manage- 
ment to correct the public’s wrong impression 
of the amount of profit made by business 
firms. Management, however, will be able to 
discharge this responsibility only if the ac- 
counting function provides the figures of busi- 
ness in terms and symbols so clear that they 
present a convincing picture of the operations 
and situations they represent.” 


H. E. Boop, president of the Norge 
Division, Borg-Warner Corporation: 


“The controller should be outstanding in 
his ability to read the figures in such a man- 
ner as to interpret the past and to foresee the 
future. Even when reduced to the practical 
minimum, there are too many figures for ex- 
ecutives to study and digest each month. The 
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complexity of accounts seem to just naturally 
tend to grow, and will grow unless periodi- 
cally overhauled with the objective of boiling 
them down to the minimum required for gov- 
ernment and tax purposes and to make them 
fit the actual needs of management... . 

“JT think an alert controller will not permit 
budgets to get stale and frozen, but will keep 
them liquid and sensitive to current conditions 
from month to month... . 

“The controller in a manufacturing plant 
should keep in front of the proper parties the 
portion of the inventory which is in process 
and be on the alert to see whether the average 
time of processing material may be drifting in 
the wrong direction, thereby increasing the 
‘in-process’ inventory. These abnormal trends 
in inventories frequently occur in times such 
as these when inventories are largely out of 
balance and factory managements may allow 
certain materials to get way ahead of others 
which are short. 

“Controllers can help in getting the whole 
organization to remember that the real em- 
ployer is the customer, and that all the money 
comes solely from that one source—the cus- 
tomer. They can build up within the organi- 
zation a better understanding of what profits 
mean and what they are for. They can con- 
tinually bring out the effects of our present 
high tax structure upon their own business. 

“By comparing present taxes with prewar 
taxes, incident upon everything turned out by 
the company, the controller can show that 
under the present tax load, higher gross mar- 
gins are required in order to absorb taxes and 
provide for reserves and dividends. I do not 
believe the average controller realizes to what 
extent sales executives think in terms of pre- 
war grosses—which do not leave sufficient net 
after taxes to take care of the minimum re- 
quirements of return to the investor and re- 
serves for business purposes.” 


ARTHUR H. KENT, general auditor, 
Standard Oil Company of California: 


“Management auditing is the dynamic, out- 
standing constructive element in internal au- 
diting. It is the modern, progressive concept 
that transforms the auditor from a checker-of- 
records into a business analyst. It involves ex- 
amining records to determine whether cus- 
tomers, employees and agents are receiving the 
type of service that will make for good rela- 
tions; whether unnecessary losses are taking 
place; what sort of judgment is being exer- 
cised, and whether company policies are being 
followed. In other words, we are not confin- 
ing our efforts to simply checking accounting 
accuracy. 

“We have come quite a distance in recent 
years from the auditor who added columns of 
figures, possessed his own special check-mark, 
made mountains out of mole-hills; who has- 
tened to count the petty cash, whose greatest 
ambition was to discover a defalcation, and 
the reason for whose business existence was 
almost unknown to operating management. 
We have come a long way from such a type of 
auditor to the men who are bringing about the 
recognition of a new professional group—the 
analytical, management-minded auditor with a 
goal of constructive usefullness to the over-all 
interests of his company.” 


HENRY VERDELIN, vice president and 
manager of real estate, Mutual Life In- 
surance Company of New York: 


“The needs of additional investment out- 
lets by insurance companies and the recogni- 
tion that the purchase of real estate for in- 
come purposes is a proper form of investment, 
has made available another form of financing 
to corporations. The purchase of real estate by 
insurance companies and the leasing thereof 
to financially responsible corporations is a 
comparatively recent development, but in the 


last three years many enabling statutes have 
been adopted in states where there may have 
been some question as to the legality of such 
investments. This is borne out by the fact that 
specific authorizations have been adopted by 
31 states in the last three years. 

“There have been at least two approaches 
to the basis on which real estate should be 
purchased by insurance companies. One is that 
primary reliance be placed on the financial re- 
sponsibility of the tenant, with the location 
being of secondary importance. The other is 
that the purchase be primarily because of the 
location of the real estate, with the financial 
responsibility of the tenant being secondary. 

“The first may be termed the investment 
theory, and the latter the property theory. 
There is always plenty of discussion as to 
what is the best basis. The investment theory 
of real estate purchases will appeal most as a 
source of working capital... . 

“We have found considerable interest in the 
sale and lease of properties as an acceptable 
form of financing to the corporation which de- 
cides to sell its real estate and use the pro- 
ceeds for the further expansion of plants, 
stores, warehouses or for working capital pur- 
poses.” 


MERTEN J. MANDEVILLE, assistant pro- 
fessor of business organization and opera- 
tions, University of Illinois: 


“The amount of capital tied up in inven- 
tories is a major problem in nearly all com- 
panies. When prices ate rising and supplies 
are short—conditions which have been prev- 
alent in recent years—good profits may be 
made through the accumulation of large in- 
ventories, but it is not likely that this con- 
dition will continue indefinitely. It is neces- 
sary once more to scrutinize inventories to see 
that they are not out of line in amount or 
balance between various items. 

“Research in labor productivity is of in- 
creasing importance. Management should be 
more concerned with the labor cost per unit 
of production than with the rate per hour or 
the total amount of wages paid. Many com- 
panies have made no studies at all of the com- 
parative labor productivity, and even among 
those that have tried to get the answer, the 
findings are really not much more than good 
guesses instead of being the results of careful 
analysis. A questionnaire sent to about 1,000 
manufacturers during the past year indicated 
a wide variation in the replies to the question 
on how labor productivity today compared 
with the period before the war. Most of them, 
however, estimated a decrease of about 30 to 
35 per cent. Since labor constitutes a consid- 
erable portion of manufacturing costs, any- 
thing that can be done to increase production 
per man hour will have an important influence 
in reducing costs.” 


A. Forp Hinricus, formerly Acting 
Commissioner of Labor Statistics, and 
now executive secretary of the Manpower 
Sub-Committee of the Harriman Commit- 
tee on the Marshall Plan: 


“Labor does not want higher wages as much 
as it wants lower prices. Labor leaders and 
workers alike can see that they have gotten 
nowhere fast in the last two years. But in 
spite of what they know, rising prices and 
sustained high profits will drive them to seek 
more. In the meantime, rising prices for con- 
sumer goods make it harder for you in your 
own plants to build the kind of worker morale 
that makes cost reduction possible. 

“It is time to break the vicious circle. I 
wish I could tell you that I see signs that it 
will be broken by the application of foresight. 
If it is not broken that way, it will be broken 
sometime by the impersonal forces of the 
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market-place. This is merely a delicate way of 
saying that up to the moment we are building 
up the forces that make for a recession from 
which business men cannot escape except by 
cutting prices and costs—by doing late and 
painfully what they might have done sooner, 
had they wished.” 


WILLIAM W. MILLER, industrial rela- 
tions director, Stewart-Warner Corpora- 
tion: 


“Employes must understand the economic 
facts of life and the controller of a company 
is the best source of these facts. They must 
realize that improved machinery, better meth- 
ods, increased efficiency and every other 
method of reducing manufacturing cost pro- 
vide more jobs, better jobs and more secure 
jobs for the workers in the plant. 

“The controller has the figures and should 
know how the facts can be presented graphi- 
cally and in a way that can be easily under- 
stood. By making this information available to 
employes throughout the year, the controller 
performs his most important function in col- 
lective bargaining, making the achievement of 
successful contracts at bargaining meetings 
more likely.” 

“The controller is most qualified to provide 
the facts that will get every employe, as well 
as the union representing the employes, to 
realize that the interests of the company and of 
the employes are the same.” 


COMMITTEES IN CHARGE 


The Committee personnel responsible 
for the successful Sixteenth Annual Meet- 
ing of The Instityte included: 


General Chairman, T. W. Bryant, The Cuneo 
Press, Inc., Chicago. 

Vice Chairman, George B. Whitfield, The 
Quaker Oats Company, Chicago. 

Industry Conferences Chairman, Charles H. 
Yardley, The Penn Mutual Life Insurance 
Company, Philadelphia. 

National Headquarters Representative, Paul 
Haase, Assistant Secretary, Controllers Institute 
of America. 

Executive Committee: J. F. Brandt, Swift & 
Company; Thomas P. Carley, Reliance Manu- 
facturing Company; Thomas H. Gillespie, 
Lumbermen’s Mutual Casualty Company; 
Mathew Keck, Borg-Warner Corporation; 
Charles Z. Meyer, The First National Bank of 
Chicago; Nelson L. McCully, Bauer & Black. 

Program Committee: Chairman, Raymond 
A. Pascoe, Whiting Corporation, Harvey, Il- 
linois; Carsten E. Ronning, Continental Illinois 
National Bank and Trust Company; John D. 
Andersen, Marshall Field & Company; R. D. 
Burnet, Zenith Radio Corporation; August D. 
Grote, Illinois Bell Telephone Company; Fred 
P. Slivon, Libby, McNeill &. Libby; John 
W. D. Wright, International Harvester Com- 
pany. 

Arrangements Committee: Chairman, Gor- 
don B. Rockafellow, G. D. Searle & Co., Sko- 
kie, Illinois ; Vice-Chairman, H. H. Humphreys, 
American Lumber & Treating Company; Mer- 
rill J. Ferree, Great Lakes Carbon Corpora- 
tion. 

Finance Committee: Chairman, Robert D. 
Campbell, Horder’s, Incorporated; Vice-Chair 
man, William M. Edens, Continental Illinois 
National Bank and Trust Company of Chi- 
cago; Robert P. Alexander, Pure Milk Associ- 
ation. 

Publicity Committee: Chairman, William D. 
Edwards, A. B. Dick Company; Vice-Chair- 
man, Martin Keagy, Croname, Incorporated; 
Roy L. Alborg, O-Cedar Corporation. 

Housing Committee: Chairman, Victor R. 
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Morton, F. H. Noble and Company; Vice- 
Chairman, A. Robert Seass, Milled Screw 
Products Co.; Philip J. Weber, The Doall 
Company, Des Plaines, Illinois. 

Registration Committee: Chairman, Walter 
H. Eckhardt, Household Finance Corporation; 
Vice-Chairman, Grant E. Chessman, Elgin, 
Joliet and Eastern Railway Company; A. S. 
Daniel, W. C. Ritchie & Company. 

Entertainment Committee: Chairman, Wal- 
ter H. Hallerberg, Master Specialties Com- 
pany; Vice-Chairman, C. A. Linder, Booth 
Fisheries Corporation; Earl G. Ward, Mont- 
gomery Ward & Company; Erling J. Hock- 
stad, ‘Esquire’. 

Reception Committee: Chairman, George B. 
Whitfield, The Quaker Oats Company; Vice- 
Chairman, H. W. Lillengren, Bliss & Laugh- 
lin, Inc., Harvey, Illinois; a/so, Presidents of 
Local Controls of The Institute. 

Speakers Reception Committee: Chairman, 
Glenn Moore, Automatic Canteen Company of 
America; Vice-Chairman, Leo E. Stevens, 
American Hospital Supply Corporation; Wil- 
fred Reetz, Stewart-Warner Corporation; James 
A. Russell, The Northern Trust Company. 


Inter-Control Attendance Committee: Chair- 
man, Joseph B. Lanterman, American Steel 
Foundries, Chicago; Vice-Chairman, William 
E. Russell, National Tea Company, Chicago; 
Carl M. Blumenschein, Container Corporation 
of America, Chicago; Ray C. Johnstone, Bla- 
lock Machinery and Equipment Company, At- 
lanta; William M. Morgan, The Baugh Chem- 
ical Company, Baltimore; Richard H. Childers, 
Moore-Handley Hardware Company, Birming- 
ham; Frederick L. Patton, Cambridge Rubber 
Company, Cambridge, Massachusetts; Frank V. 
Bigelow, Malleable Iron Fittings Company, 
Branford, Connecticut; Herbert W. Soderberg, 
International Railway Company, Buffalo; Glenn 
R. Stoutt, United Hosiery Mills Corporation, 
Chattanooga, Tennessee; Gordon B. Rockafel- 
low, G. D. Searle & Co., Skokie, Illinois; 
Howard F. Kidd, The Lockwood Manufactur- 
ing Company, Cincinnati; George C. Houck, 
Harris-Seybold-Potter Company, Cleveland; 
A. D. Harder, Southwestern Life Insurance 
Company, Dallas; Joseph A. McKenny, Jr., 
The American Envelope Company, West Car- 
rollton, Ohio; Lester M. Elliott, McCord Cor- 
poration, Detroit; Walter L. Brauer, U. S. 
News Publishing Corporation, Washington, 
D. C.; Elmer G. E. Johnson, The American 
Hardware Corporation, Hartford; George L. 
Duwe, Cameron Iron Works, Inc., Houston; 
Howard E. Lohmann, Ayrshire Collieries Cor- 
poration, Indianapolis; Walter Vaughn, Stern 
Brothers & Company, Kansas City; Louis C. 
Hageman, The Luer Packing Company, Los 
Angeles; Marion M. Johnson, Brown-Forman 
Distillers Corporation, Louisville; Clarence A. 
Bickel, The Wisconsin Company, Milwaukee; 
Richard N. Velleman, Chas. A. Kaufman Co., 
Ltd., New Orleans; Theodore F. Gloisten, The 
American Home Magazine Corporation, New 
York; Charles H. Yardley, The Penn Mutual 
Life Insurance Company, Philadelphia; Wil- 
liam F. Dickson, United States Steel Corpora- 
tion, Pittsburgh; S. E. Gjerde, Portland Trust 
& Savings Bank, Portland; J. Arthur Thomp- 
son, Eclipse Lumber Company, Clinton, Iowa; 
Sigurd Tranmal, Distillation Products, Inc., 
Rochester, New York; M. M. Woltz, Coast 
Manufacturing & Supply Company, Livermore, 
California; A. G. McLean, Aberdeen Auto- 
matic Heat Co., Seattle; Joseph A. Chad- 
bourne, Old Colony Envelope Company, West- 
field, Massachusetts; Preston E. Pitts, Cupples 
Company, St. Louis; George J. Baumer, 
Muench-Kreuzer Candle Company, Inc., Syra- 
cuse; Edmund L. Stewart, Sandusky Foundry 
& Machine Company, Sandusky, Ohio; George 
H. Hess, Jr., St. Paul, Minnesota; Walter W. 
Wennerstrom, Grand Rapids Plaster Company, 
Grand Rapids, Michigan. 
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Tlew Orleans in January! 





FIRST Southern 
Controllers Conterence 


will be held in 


New Orleans 


at the Roosevelt Hotel 


anuarty 23-2Y, | OTS 


under the auspices of the 


NEW ORLEANS CONTROL 
* 


Cooperating Controls: 

ATLANTA 

BIRMINGHAM e 
CHATTANOOGA 

DALLAS 

HOUSTON 


A representative program is being developed. Details 


will be announced at an early date. 


Mark your calendar now for the 

First Southen Contzolleis Conference 
CONTROLLERS INSTITUTE OF AMERICA 
Tlew Ouxleans, January 23-24, 1948 
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Economic Activities of U. $. People 
Released in Accounting Study | 


By Member 


The most comprehensive accounting 
study ever attempted of the national 
economy as it reflects the welfare of 
families and individuals and the financial 
position of government, business, and in- 
dividuals was released recently by Eco- 
nomic Accounting, Inc., privately financed 
research institute, of which Franzy Eakin, 
a member of the Controllers Institute of 
America, is president. The non-profit cor- 
portation is headquartered in Decatur, Iili- 
nois. 

Some of the facts which the study dis- 
closes are: 

Business and related enterprises paid 
out $11 billion more for the production 
of goods and for increasing production 
facilities than was received in 1946. Thus, 
instead of having a surplus available for 
higher wages, business and industry actu- 
ally created more purchasing power in 
the hands of consumers than could be 
expended for the goods offered to cus- 
tomers. 

Governments absorbed 19.1 per cent. 
of the people’s work in 1946 and by 
means of taxes and benefits and interest 
payments transferred from some fam- 
ilies and individuals to others another 10.5 
per cent. of their production. 

The taxes which governments collected 
directly from the people and indirectly 
through their business enterprises were 
equal to 30.2 per cent. of the total re- 
ceipts of fahilies and indwiduals. 

Delays, because of shortages and low 
output due to inefficient methods and 
“featherbedding” practices, may have 
caused the total supply of goods to be 15 
per cent. to 20 per cent. less than it could 
have been. To this extent millions of 
families lived more poorly than may have 
been necessary. 

About 2,400,000 families and single 
individuals received less than $500 for 
the year and 5,400,000 were in the top 
income bracket of $5,000 or more. Debts 
owed (the nation over) increased by 
about $30 billion. 

Signs began to appear in 1946 that 
production and levels of living would be 
decreased despite large needs for in- 
creased production and for the raising of 
the levels of living. 

A small increase in the effective de- 
mand for goods for family and individual 
consumption would more than offset any 
possible decrease of export demand. 

The net worth of the nation during 
1946 was $428.7 billions. Total debts and 
securities owed (also owned) amounted 
to $879.5 billions or more than twice the 
value of the real wealth of the nation. 

Published under the title “Economic 


of Institute 


Activities of the People of the United 
States” the study is an accounting report, 
prepared in the same manner as are the 
reports of business enterprises, covering 
the national economy in 1946. It is the 
work of Mr. Eakin, a certified public ac- 
countant and economist, who also is a 
vice president of A. E. Staley Manufac- 
turing Co., of Decatur. Mr. Eakin has been 
a frequent contributor to the pages of 
THE CONTROLLER. 

The study deals with such data as the 
number and classification of persons pro- 
ducing goods, disposition and consump- 
tion of all goods produced, unemployed, 
lost labor, savings, debts, wealth, and 
money payments and receipts by all busi- 
ness enterprises, governments, families 
and individuals. 

Four distinct types of accounts are used 
to record and interpret the extent of the 
economic activities of the people and the 
results which they derive therefrom. 
Three types of accounts are concerned with 
money measurements and the other with 
work measurements. Each type of account 
has separate divisions, which distinguish 
between business activities, governmental 
activities, and the economic activities of 
the people as families and individuals. 
Two of the accounts are said to present 
data never previously available. 

This study, it is explained, was made 
by The Institute in order to demonstrate 
the serious need for more inclusive and 
understandable data relating to the na- 
tional economy. It is contended by the 
research institute that this can be at- 
tained only by the use of bookkeeping 
or accounting procedures, similar to those 
used by business firms, for assembly and 
interpretation of economic data. The sta- 
tistical methods now generally used are 
said to be inadequate because of lack of 
means to disclose relationships between 
economic facts. 

The conclusion of the study deals with 
some of the problems that confront the 
United States and states that by adoption 
of economic accounting principles and 
techniques which would highlight the 
real facts an approach can be made to 
solution of unemployment, inflation, 
monopolies, and opposition to labor 
unions. 

Economic Accounting, Inc. was organ- 
ized in June, 1946, by Mr. Eakin, to per- 
fect, introduce and sponsor an entirely 
new concept of national financial state- 
ments, which would give a clear, concise 
and understandable picture of the opera- 
tion of our national economy and the 
condition of government finance. 

Major objective is the adoption by the 
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federal government, as well as other po- 
litical bodies, and private agencies, of the 
economic accounting procedures in place 
of the straight statistical method now 
generally followed in the assembling of 
business data respecting wealth, owner- 
ship, liabilities, incomes, costs and sim- 
ilar information. 

The statistical method is now used by 
the government departments at Washing- 
ton in the preparation of the periodic esti- 
mates of national income and national 
gtoss product. It is contended that the 
figures would be more inclusive, more 
meaningful and more understandable if 
accounting or bookkeeping methods were 
used in their preparation. 

One of the principal arguments for 

the acceptance of The Institute’s accounts 
as a method of preparing economic data 
is that they describe the measurements of 
economic activities in terms that are fa- 
miliar to all persons who are accustomed 
to the accounts kept for business or for 
households. It is claimed that thousands 
of persons are in the latter category for 
every single economist or statistician who 
understands the statistical forms or pro- 
cedure. 
_ Mr. Eakin has spent nearly fifteen years 
in reseatch upon development of the 
principles of economic accounting. Vari- 
ous studies of his have been published 
and he has written many articles on eco- 
nomic and accounting subjects and de- 
livered papers to several national organi- 
zations and their affiliated organizations. 

Discussing the merits of his theory he 
says: 


“The National Economy, which is the to- 
tality of all business and other agencies for 
production, distribution, and control of wealth, 
has available no coordinated and comprehensive 
assembly of economic data. 

“Legislators and others who must formu- 
late policies (laws) and regulate by govern- 
mental actions the affairs of the nation are 
dependent upon forms of information which 
have proven inadequate. 

“The large amount of economic data now 
assembled in. statistical form and the uses made 
of it disclose how great is the need for ade- 
quate information for formulation of national 
policies and administration of regulatory prac- 
tices. 

“The superiority of accounting over sta- 
ustical forms of assembling economic data ex- 
ists in its capacity to disclose relationships and 
to present in concise form data pertaining to 
many related matters. Furthermore, because of 
its need for internal consistency, accounting 
provides checks of one account (or kind of 
datum) against another account or accounts. 
The statistical form is superior for the pres- 
entation. of time series and is sometimes used 
by accountants for this purpose. 

_ “Certain of the basic principles of account- 
ing, if used for national economic data, will 
improve interpretations of the data and in- 
crease their usefulness.” 


“Economic Activities of the People of 
the United States” is the first study is- 
sued by the research institute, Economic 
Accounting, Inc., since its organization 
over a year ago. 
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Name your home-town paper! 


Bangkok or Bombay, soon the sale is 
made. And in a matter of seconds, the 
newsdealer can check his profits. 

Checking profits is more complicated 
in more complex businesses. But the 
Comptometer Peg-Board Plan brings 
a remarkable simplicity to this —or 
any — accounting task. 

Swift and direct, it makes original 
entries yield final results. Post entries 
once, on efficient “peg-strip” forms, 


N.W. AYER & SON 


and they need never be copied again! 

Here’s an end to wasteful copying, 
elaborate bookkeeping, ceascless_post- 
ing and filing. Here’s new and substan- 
tial economy. Extremely flexible, the 
Comptometer Peg-Board method al- 
most instantly gives combined state- 
ments on labor distribution, inventory 
control, sales analysis, payroll, produc- 
tion and other accounting jobs. 

Many of the nation’s largest busi- 
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nesses are now profitably using Compt- 
ometer’s Peg-Board Plan. You can find 
out why—with profit to yourself— 
by calling your nearest Comptometer 
representative. 


ComPTOMETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufacturing Co., 
Chicago, and sold exclusively by its Comptometer 
Division, 1734 N. Paulina St., Chicago 22, Illinois. 
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Scanning the Controllership Scene 








Tax Refunds Top $3 Billions 


Federal tax refunds for the year ended June 30, hit a rec- 
ord high of more than $3,030,000,000. That is more than 
half as much money as the government collected in any 
year before the 1940 defense program got into high gear. 
Collections last year, however, were in the neighborhood of 
$42,500,000,000. 

Refunds to individual income tax payers scored records 
both in number and amount, with more than 30,860,000 
persons sharing a total of $1,487,000,000. About three out 
of every four taxpayers got back a check averaging slightly 
over $48. 


Banks’ Financial Statements Examined 


Although bankers are frequent speakers at meetings of 
credit men, corporation executives, and accountants on the 
subject of financial statements and what they should show, 
the standards of performance outlined for industrial and 
commercial concerns usually are much higher than the 
standards of commercial banks as judged by their published 
fimancial statements, declares Daniel Borth, Jr., writing on 
the subject in “The Accounting Review” for July. Mr. 
Borth, a member of the faculty of The School of Business 
of the University of Chicago, bases his views on “an ex- 
amination of the statements of condition published by 25 
representative Chicago banks as of December 31, 1946.” 

His study notes “the continued publication of condensed 
statements with stereotyped arrangement and terminology 
which compare most unfavorably with the published finan- 
cial reports of industrial and commercial concerns.” In a 
footnote, Mr. Borth adds that a cursory examination of 
statements of condition published by banks in cities other 
than Chicago reveals no material differences in the stand- 
ards of performance. 


“The arrangement and terminology of these statements are 
undoubtedly influenced materially by the current regula- 
tions, instructions, and “uniform forms” prescribed by the 
Comptroller of the Currency,” says Mr. Borth. “But, to ex- 
plain the paucity of data, one must probably look to the in- 
fluence of heritage, traditions, and customs on the current 
practices of the modern commercial bank. Since the qualita- 
tive and quantitative features of the reported financial data 
correspond closely to those found in the pocket-sized foldez 
usually distributed to depositors, the published statements 
may be judged fairly in the light of their services to the in- 
terests of the depositors as well as the stockholders. Further, 
with deposits of all classes constituting an average of seven- 
teen times (ranging from thirteen to thirty times) the stock- 
holders’ interests (measured by the sum of the capital stock, 
surplus and undivided profits), it is apparent that the de- 
positor has a real interest in adequate disclosure of material 
facts of the financial condition and operations of commercial 


banks.” 


Commenting on the same subject, ‘The New York 
Times” observed recently that “in keeping with the trend 
of giving greater information to investors and the public 
generally, the Manufacturers Trust Company (of New 
York) departed from the customary form of advertisement 
in reporting its condition statement for June 30. Not only 
are the bank’s figures for the period given, but an explana- 
tory text briefly telling the story behind the figures as they 
reflect the bank's dealings with persons, industry, govern- 
ments and other banks is included.’’ 


Causes of Radio Manufacturer Failures 

Overproduction, unbalanced inventories and price reduc- 
tions contributed to the failure of 24 radio manufacturers 
with liabilities totaling $7,844,043 in the past fiscal year, ac- 
cording to a report released by the Radio Manufacturers’ As- 
sociation. There were eight failures with liabilities amount- 
ing to $4,232,000 in the previous fiscal year, the report dis- 
closed. 

The 1946-47 failures were reported to include nine set, 
seven amplifier and record players, six component parts and 
two electric clock manufacturers. 


New Time Limit on Government Checks 


Treasury Circulars Number 21,176, and 327 have tre- 
cently been amended to conform to the provisions of a new 
law regarding negotiability of certain government checks. 
The new law extends negotiability to ten years. The maxi- 
mum heretofore was two years and formerly such checks 
which had not been paid prior to the close of the fiscal year 
following the fiscal year in which they were issued had to be 
submitted to the General Accounting Office for settlement. 
Under the new law, it was explained, on and after July 1 
this year, checks drawn on the Treasury of the United States, 
either before or after that date, with certain exceptions, shall 
be payable for a period of ten years following the date of 
their issuance. Where the check is more than ten years old, 
it is not payable by the Treasurer and should be sent directly 
to the General Accounting Office, Washington 25, D. C. 


1946 Dollar Working Capital Twice That of 1939 


The working capital of manufacturers continued to rise 
in 1946, the first full year of peacetime production, accord- 
ing to an analysis of retained earnings completed by the 
National Industrial Conference Board. The rise amounted 
to about $150 million for 214 manufacturing corporations 
sampled. The dollar working capital of these companies at 
the end of 1946 was more than 75 per cent. greater than at 
the end of 1939. 

More of these companies’ assets were in current items 
than before the war. For 1946, 56 per cent. of their assets 
were in current items, a slight decline from the 58 per cent. 
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reached in 1945. In 1939, only 40 per cent. were in current 
items. The increased price level during 1946 and the ex- 
pansion of government plant facilities during the war per- 
mitted a greatly increased dollar volume of sales (1946 
sales were 125 per cent. above 1939) to be carried without 
any substantial increase in fixed property. Government 
plant, while allowing corporations to expand production, 
did not, of course, swell the corporate plant account. 

W orking capital rose in 1946, a year of reconversion, re- 
tooling, and reopening of peacetime distributive channels, 
while war finance had to be liquidated at the same time. 
Taxes, which accrued at the wartime rates of 1945, had to 
be paid, and renegotiation settlements arising from war 
production had to be made. Offsetting payments for the 
termination of war contracts were made by the government. 
There were also tax refunds arising from carry-backs and 
the accelerated amortization of war facilities. 

The major source of working capital in 1946 was the 
funds retained in the business from current operations. Net 
income from operations totaled $891 million, excluding 
carry-backs, out of which $407 million was paid in divi- 
dends, leaving $484 million in the business. Another $34 
million was retained in contingency reserves. Refunds of 
taxes because of carry-backs and other payments from gov- 
ernment not reflected in the net income figure brought the to- 
tal amount retained to $575 million. 

Funds raised by issuing capital stock in 1946 totaled 
$102 million. Increases in miscellaneous liabilities brought 
in another $10 million to bring the total source of funds to 
$687 mallion. 

These funds were used during the year as follows: The 
major part, $484 million, was invested in new plant and 
equipment. About $30 million was spent to acquire mis- 
cellaneous assets. Retirement of outstanding long-term debt 
took $19 million. These three factors accounted for $533 
million of the working capital. The total of the factors sup- 
plying working capital was $687 million, leaving an in- 
crease of $154 million in working capital during 1946. 


Annual Reports Soon May Rival Gable, Turner et al. 


The latest wrinkle, related to motion picture presentation 
of annual corporate reports, is the plan for packaged tele- 
vision features which are to show not only annual reports but 
maps, charts and pictures as well to one or more audiences. 

Among the concerns which have recently applied film tech- 
niques in presenting their cases to the public are General 
Mills, American Telephone & Telegraph Company, Penn Mu- 
tual Life Insurance Co. and Metropolitan Life Insurance Co. 

Slide films for similar purposes were employed by Stude- 
baker Corp. and Jewel Tea Co., while United States Steel 
Corporation has gone in for periodic theatrical productions 
on the air interspersed by commercials addressed to share- 
holders and the public. 

The General Mills picture “Operation ’46” was shown at 
regional company meetings and also was one of the features at 
a session of the 16th Annual Meeting of The Controllers In- 
stitute, in Chicago in mid-October. A. T. & T.’s “Mr. Bell,” 
produced by Pathe, celebrates the hundredth anniversary of 
the inventor of the telephone, Alexander Graham Bell. Penn 
Mutual’s film also was brought out on the company’s hun- 
dredth anniversary. Metropolitan Life explained its nation- 





Trade and Investment Are A Two-Way Street 


“Increasing dependence upon foreign countries for 
raw materials is only one aspect of the altered American 
economy. 

“Our position as the major source of capital and cred- 
its is being constantly emphasized by events. Since we 
are, by far, the great creditor of the world our potentiali- 
ties as an international investor are enormous. 

“These two factors, relatively new in our history, 
point, unmistakably, to the necessity of establishing a na- 
tional program which will permit American loans and in- 
vestments abroad which will be properly serviced and re- 
paid. 

“Our foreign economic policies will be more realistic 
and effective when these new factors are taken fully into 
| consideration by the government, more particularly by 
| the Congress.” 

—WILLIAM S. SWINGLE 
Executive Vice President 
National Foreign Trade Council 





| 
| 








wide operations in celluloid and now is reported to have a 
slide film in preparation as well. 

Illustrative of the trend was a leaflet distributed recently by 
Criterion Pictures Corp., indicating that the company was 
specializing in a mew service presenting annual reports via 
the film medium. 


Industrial Foreman’s Role in Cost-Cutting 


The role and duty of the industrial foreman was touched 
on, in an address to his company’s Foremen’s Association 
recently, by Henry C. Perry, treasurer of Heywood-Wake- 
field Company, and a past president of the Controllers In- 
stitute of America. He pointed out that “‘in the face of the 
record for last year, it is probably needless for me to say 
that the seller’s market which most companies have been 
enjoying is now being replaced by a buyer’s market and one . 
ruled by price competition. If we are to operate success- 
fully, additional emphasis must be placed on the reduction 
and control of costs because profits hereafter will very 
likely depend upon cost reductions rather than upon justi- 
fying a selling price which consumers in this changing mar- 
ket will no longer pay. We must knock out war-born ineffi- 
ciencies and find new ways to cut costs. The alternative is to 
price ourselves out of customer markets, with the resulting 
effects on production and employment. 

“As foremen, you are in the best position to clear the 
minds of the men and women in this plant on all of the 
issues which most closely concern the operation of our busi- 
ness. These men and women are at your elbows from day to 
day, and one of the first requirements of supervisory com- 
petence is that the supervisor be a teacher. As confirmation 
of this reasoning, I need only refer your attention to Article 
IV of your own “Code of Ethics’’ in the Foremen’s Associa- 
tion, and from which I quote: ‘“The Foreman should strive 
to understand the principles of business which make for the 
success or the failure of industry. He should pass on to his 
men all the fundamentals of business principles so that 
they may see for themselves their own relation to the gen- 
eral scheme of things.” —Paut HAASE 
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Media and Methods Employed by Management 


To Keep Corporate 


Board meetings, visits to plant prop- 
erties and regular reports on finances 
and operating results are among the 
fourteen principal methods and media 
employed by management to keep cor- 
porate directors informed, according to 
a study by the National Industrial Con- 
ference Board. Some company directors 
prefer information about the company’s 
affairs in the form of “raw data’; others 
prefer statistical analysis, charts and 
narrative summaries. These preferences 
are taken into account by management 
in developing a plan for informing di- 
rectors. Four other factors which have 


Directors Informed 


“a direct bearing on the plan eventually 
evolved” are: (1) The part actually 
played by the board in running the bus- 
iness; (2) The composition of the 
board; (3) The company’s size and the 
complexity of its operating problems; 
(4) The judgment and decisions of the 
operating executives. 

The actual management functions re- 
tained by boards of directors differ from 
company to company, and the individ- 
ual directors have varying degrees of 
participation in company operation. The 
board which is very active in the oper- 
ation of the business and which in fact 
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“directs” requires more detailed infor- 
mation than the board which acts more 
or less as an advisory group. Accord- 
ingly, there are reports designed to pro- 
vide the basis for board decisions and 
there are others describing the activi- 
ties of the management group for the 
information of the directors. 

A distinction is made in practice be- 
tween the “inside” and the “outside” 
director. Generally, the nonemployee 
director can give only a part of his 
time for the consideration of company 
affairs and must rely upon management 
for information. For this reason, the re- 
ports which are prepared for him are 
“usually brief, easy to absorb, and lim- 
ited to the most important matters.” 

Company size also has a bearing on 
the method employed, the study points 
out. Smaller organizations tend to em- 
ploy less formal means because of the 
greater opportunity for personal con- 
tact between the top executives and the 
directors. In large organizations in 
which administrative functions are 
broken down and are assumed by many 
individuals, it is “harder to keep direc- 
tors informed and more elaborate pro- 
cedures are generally used.” 

A similar problem occurs where geo- 
gtaphical dispersion of the company 
precludes frequent personal contact be- 
tween the directors and the operating 
personnel. In such cases, there is greater 
reliance upon written reports. 

The executives who are in daily con- 
tact with operations are responsible for 
selecting and condensing the factual 
material, and frequently their judgment 
“largely determines the nature of in- 
formation submitted.” Similarly, the 
opinions of the leading executives “are 
important in shaping the plan” for in- 
forming the board. 

“Although the above factors contrib- 
ute to a diversity of practices, all com- 
panies have the same objective—to 
maintain a flow of essential facts in 
readily absorbable form.” 

Numerous views were submitted on 
the question of what the individual di- 
rector should do on his own initiative 
to keep informed. Most of these opin- 
ions focus about the director's implied 
obligations to: study and comprehend 
the reports submitted to him; request 
explanations and further information 
when necessary; and to participate ac- 
tively in discussions at board meetings. 

The directors of one national com- 
pany obtain sapilemensaty information 
by visiting leading customers while they 
are on business trips or while vacation- 
ing in the territory in which the cus- 
tomer’s offices are located. The visits 
are usually very brief, but they per- 
form two functions: they build good 
will, and they provide the directors 
with first-hand reactions to the com- 
panies’ policies and its products. 
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One of America’s 
Most Respected Names 


in Insurance 


For nearly half a century the Corporation of 
Schiff, Terhune has played an important role in the 
forward march of American Business by making 
available to large insurance buyers an insurance 
organization highly trained for achieving maxi- 
mum immunity from loss. As Insurance Brokers 
this Corporation acts at all times with unbiased 


judgment, solely in the client’s best interests. 


Schiff, Terhune 


& CO., INC. 
Insurance Brokers 


9S John Street, New York 7, N. Y. 


NEW YORK + CHICAGO + LOS ANGELES « SAN FRANCISCO 
© 1947, Schiff, Terhune & Co., Inc. 




















POSITIONS WANTED 








Controller—Executive Accountant 


Executive accountant presently employed 
offers: ten years of heavy industrial and diver- 
sified experience in executive capacity, func- 
tioning as part of top management group, 
and five years of public accounting experience 
as supervising senior. Practical experience in- 
cludes executive committee, financial, and or- 
ganization planning; development of manu- 
facturing expansion, and cost reduction pro- 
grams; developing, analyzing, and interpret- 
ing costs, budgets, inventory control, cost 
control, all phases of general accounting, in- 
ternal auditing, systems procedures, taxes, finan- 
cial, and cost reports. A certified public 
accountant. Age 43. Salary $12,000. Address: 
Box 698, ‘The Controller,’ One East Forty- 
Second Street, New York 17, New York. 


Treasurer—Controller 


Presently employed by a large corpora- 
tion desires to associate with a medium size 
progressive company. Excellent educational 
background. Broad experience in manage- 
ment control, cost and general accounting, 
financial, budgetary, operating reports, in- 
surance, taxes, credit and collections. Can 
furnish highest references. Institute member. 
Address: Box 752, “The Controller,’ One 
East Forty-Second Street, New York 17, New 
York. 


Controller—Treasurer—Assistant to 
President or Other Major Executive 


Executive accountant welcomes challenging 
job. Available immediately, any location, as 
controller, treasurer, or assistant to president 
or other major executive. Heavy experience 
all functions with top industrial firms, manage- 
ment level. Prefers medium size firm with 
sound expansion program. Has tact, persever- 
ance, vision, ingenuity. Is capable organizer 
and efficient administrator; modern methods. 
Supervise general and cost accounting, audits, 
budgets, economic surveys, systems, proce- 
dures and manuals, “trouble shooting,” plant 
contacts, personnel relations, government regu- 
lations, insurance, taxes. Educated in account- 
ing, finance, law (B.A. Harvard), member 
Controllers Institute of America. Age 44, mar- 
ried, excellent health. Salary secondary to op- 
portunity for progress and security with stable 
organization. Résumé available. Address: Box 
757, “The Controller,’ One East Forty-Sec- 
ond Street, New York 17, New York. 


Controller or Treasurer 

Desires position as executive or as assistant 
to top administrative officer. Thorough knowl- 
edge of management problems and how to find 
the answers. C. P. A. with several years in 
manufacturing executive positions handling 
general and cost accounting, finance, taxes, in- 
ventory control, office management and office 
personnel. Present salary $9,000. Available on 
short notice. Address: Box 761, ‘The Con- 
troller,” One East Forty-Second Street, New 
York 17, New York. 


In 1940, says a Twentieth Century 
Fund report, domestic sources supplied 
less than 15 per cent. of the 757,000 tons 
of rubber consumed in the United States. 
Since Pearl Harbor, however, we have 
built up our domestic productive capacity 
to approximately 900,000 tons. 
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THE MARK OF SUPERIORITY 
IN MODERN BUSINESS MACHINES 
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THERE’S A NEW DAY DAWNING 
IN BUSINESS MACHINES AND METHODS 


-B) Business looks to Burroughs for fast, 
accurate machines to combat rising costs, 
reduce office expenses, provide more im- 
mediate information on which to base 
sound judgment. 2 Business knows 
that Burroughs is a single source for all the 
factors of mechanized efficiency: machines 


that do work in less time, counsel that 


applies them most effectively to the job, 
service that maintains them at peak condi- 
tion. “) To fulfill its increasing re- 
sponsibility, Burroughs has stepped up the 
tempo of research and product develop- 
ment to a new all-time high. 3 What’s 
going on at Burroughs today will certainly 


serve business better tomorrow. 


WHEREVER THERE’S BUSINESS THERE’S 


Burroughs 


Burroughs 
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| Reviews of Recent Publications 








The “What” of Controllership 


FUNCTIONS OF THE CONTROLLER. 
Published by the Policyholders Service 
Bureau, Metropolitan Life Insurance 
Company, New York. Available, upon 
request, without charge. 

This fifty-two page pamphlet presents 
the results of a survey by the Policyhold- 
ers Service Bureau of the Metropolitan 
Life Insurance Co. in cooperation with 
the Controllers Institute of America. It 
is similar to a survey and report made 
about ten years ago and, in effect, serves 
to bring the previous study up to date. 
The current information was secured from 
more than 50 companies in a wide range 
of business from the standpoint of size, 
type and geographical location, includ- 
ing companies engaged in manufacturing, 
wholesaligg, retailing, banking, insurance, 
public utility and service. 

It presents a rather condensed account 
of the place of the Controller in a busi- 
ness organization and what he does. There 
is no attempt to show how he does it— 
to do so would be beyond the obvious 
scope of the work. 

As a general statement of the Control- 
ler’s responsibility it says: 


“From the earlier somewhat limited concept 
of the accountant as primarily a recordkeeper, 
the controller's job has developed through the 
addition of new and expanded functions re- 
lated to the control of the widely dispersed 
and diversified operations typical of present- 
day business. It should not be inferred from 
this that the controller is personally responsi- 
ble for the control of a company’s operations 
(that is the function of the chief executive) 
but he does provide the basis for such control 
through the development and interpretation of 
control information.” 


It points out that the present position 
of the Controller is the result of gradual 
evolution and discusses the recent changes 
in the Controller's function. 

In connection with his place in the 
Administrative Organization, it is shown 
that although the title Controller is not 
universally employed to designate the 
chief accounting executive, it was found 
in more than forty of the companies sur- 
veyed. Generally the Controller's job has 
official status, and his duties may be de- 
fined in the by-laws, expressed usually in 
general terms. It is customary to find 
him reporting directly to the chief execu- 
tive or top management of the company. 

Under Organization Relationships, it 
is pointed out that as a senior executive 
with company-wide responsibilities, he 





troller’s activities. 
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Just Published! 
PRACTICAL CONTROLLERSHIP 


BY DAVID R. ANDERSON 
CONTROLLER—THE KENDALL COMPANY 


David R. Anderson, in this new book, PRACTICAL CONTROLLERSHIP, has con- 
tributed to the field the first all-inclusive study of the broad areas covered by the con- 


The controller's place in the business organization, what he is expected to accomplish, 
the tools that are available to him, and how he goes about using these tools to achieve 
his ends, are a few of the pictures presented in this new book. 


Controllers, other business executives, and those interested in education for business 
managment will find this new book interesting and informative. 


TOPICS COVERED 
Functions of the Controller—The Property Control Function—The Legal Function— 
The Management Function—Organization of the Controller’s Functions—The Account- 
ing Plan—The Budget—Manufacturing Costs—Marketing and Administrative Costs— 
Statements and Reports for Management—Profit Planning—Inventory Control—Inven- 
tory Valuation—Planning and Control of Plant Expenditures—Depreciation Policy—Fi- 
nancial Policy—Looking Ahead in Controllership. 


RICHARD D. IRWIN, INC. 


Price $6.00 


CHICAGO 16, ILLINOIS 
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has frequent contacts with practically all 
divisions and departments of the com- 
pany. His relationship to Stockholders, the 
Board of Directors, the Treasurer and 
other major executives are all treated 
briefly. His part in committee assignments 
is mentioned as a feature, where commit- 
tees form a part of the organization struc- 
ture. His relation to Public Accountants is 
shown to be one of cooperation and fa- 
cilitation. The growing importance of re- 
lationships to Government Agencies, in- 
cluding taxing and regulatory bodies, fre- 
quently places that responsibility on the 
Controller. 

The general functions of the Control- 
ler are classified under three major head- 
ings of (1) control, (2) interpretation, 
and (3) coordination and planning. Fol- 
lowing this is a brief discussion of each 
of the specific duties performed, grouped 
under: 


General Accounting Activities 

Financial Reports and Statements 
Auditing 

Budget Activities 

Inventories 

Office Management 

Statistics 

Taxes 

Miscellaneous and Unusual Assignments. 


Organization of the Controller's De- 
partment is prefaced by the remark that 
“There is no single organization plan that 
can be said to be typical for the Control- 
ler’s department. These 7 vary from. 
company to company and are affected by 
the size and nature of the business and by 
the nature of the activities coming within. 
the province of the Controller.” Then. 
follows a series of special cases for vari- 
ous types of businesses, generously illus- 
trated with organization charts. 


CHECK List OF FUNCTIONS 


A check list of Controller’s functions. 
is furnished including a statistical table 
showing, for each function listed, the 
number of companies, out of the group 
surveyed, which included that function as 
part of the responsibility of its Controller. 

The brochure closes with an appendix 
giving several cases from different com- 
panies of typical by-law provisions on 
the duties of the Controller. 

This work does not pretend to be more 
than a report of information developed 
by a survey of a reasonable sample of 
companies. It is presented in a factual 
manner without embellishment or argu- 
ment. As already stated above, it covers 
the “what” rather than the “how” of the 
Controller's functions. 

There is nothing in it that will be new 
to most Controllers, especially those who 
have followed the activities and publica- 
tions of the Controllers Institute for the 
last fifteen years. On the other hand, al- 
though brief, it is comprehensive, and 
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Controllers... 


Subscribe to Montgomery's 1947-48 tax books 


reduce tax problems to their simplest terms 


gS en new Montgomery’s federal tax annuals are penetrating analyses of the federal tax structure as it 
stands today. They give facts as to consequence of any corporate, partnership or estate tax transaction. 
These books are the all-important connecting links between the current and preceding years and bring you 
abreast of all new developments that have taken place. They give all-angle approaches to tax problems 
and emphasize procedures for planning of transactions to incur minimum tax liability. They augment your 
own professional skill and foresight and at the same time make specific recommendations as to—what to 
do—when to do it and how to do it. 

These annual tax publications are the ideal solution for the man who cannot devote unlimited time 
to the analysis of tax questions but who does have the responsibility of making financial decisions that in- 


fluence tax liability. 
MeoutgomeryA 











Federal Taxes — 


CORPORATIONS 
and PARTNERSHIPS 


HIS annual tax publication gives a clear and 

understandable picture of the law as it stands 
today . . . what has changed and what has not. 
Everything you need to handle this year’s tax ques- 
tions is in one convenient place ready for immedi- 
ate application, in any business of any size. This 
annual is a constant and reliable year-round aid in 
setting advantageous tax policies and planning of 
transactions. As in past editions this book equips 
you for work on this year’s taxes, bringing you 
abreast of all developments that have taken place 
in interpretation of the law and in procedures re- 
quired. This publication helps ascertain what 
forms of planning, arrangements or transactions 
will have the effect of reducing taxes and which 
will not. 

Covers gross income and deductions; returns and 
administration. Deals with problems of taxability 
of foreign corporations; taxation of undistributed 
profits; repossessions and foreclosures of real estate 
and all income tax problems of corporations. 

(2 vols.) $20. 


Federal Taxes — 


ESTATES, TRUSTS 
and GIFTS 


RINGS you up to date on the application of 

the estate tax, gift tax and features of income 
tax peculiar to decedents, estates and trusts. An aid 
in expert estate planning to do the most for bene- 
ficiaries; safeguards against defeat of intention and 
incurrence of multiple taxation. Every important 
problem is reconsidered in the light of develop- 
ments resulting from the law as amended to date 
and from its administration. In any situation you 
see the coordinated effects of federal income tax, 
gift tax and estate tax. This annual gives specific di- 
rectives as to what can and what cannot be done un- 
der the law as it stands today and emphasizes all- 
angle approaches to practical estate planning to 
ease the tax burden by reducing both the estate 
and income taxes. 

Gives complete coverage on estate taxation— 
transfers, valuation, deductions, rates, credits, de- 
termination of the tax. Returns and administration 
are discussed, explained in detail. On all points 
you have needed information and the authors’ 
counsel to guide to an economical solution. $10. 


—— The Ronald Press Company — 


uun__15 East 26th Street 


Please enter my subscription to Montgomery’s 


| 447-98 


New York 10. N.Y. 


[ ] Federal Taxes—Corporations and Partnerships, 1947-48 (2 vols.) $20 
[ ] Federal Taxes—Estates, Trusts and Gifts, 1947-48 | 


Company 


Your Name 
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is an accurate presentation of the Con- 
troller’s functions as it has developed in 
modern industry today. 

The chief value of the work to a Con- 
troller will be as a basis for review of 
his own activities, to see the extent to 
which his own responsibilities match those 
of an accepted pattern. Similarly, to the 
business executive it will show whether 
his Controller’s department is performing 
the type of service which he should ex- 
pect from it. If any company does not 
have an adequate Controller's unit in its 
organization—and there may be such, al- 
though that is difficult to imagine in this 
day and age—the pamphlet will quickly 
present the opportunities for such a de- 
partment and give an idea of how it 
should be organized. 

From these viewpoints, the work is 
well worth the brief time that its reading 
will require. So far as the supply permits, 
copies will be available to executives who 
address the Policyholders Service Bureau 
on their business stationery. 

—Reviewed by FRANK J. CARR, 

Controller, Mallinckrodt Chemi- 
cal Works, St. Louis, Missouri. 


NATIONAL PRODUCT SINCE 1869. 
Published by the National Bureau of 
Economic Research, New York 23, 
N. Y. $3.00. 

This is a collection of statistical tables, 
accompanied by brief text. The N. B. E. R. 
sponsorship vouchsafes the validity of this 
volume, which is basically of interest to 
technical students. 
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Forthcoming Reviews 
of Publications 


Terminal Airport Financing and 
Management. By Lynn L. Bol- 
linger, Alan Passen and Robert E. 
McElfresh. 

How Should Corporations Be 
Taxed? Published by The Tax 
Institute. 

Credit and Collection Management. 
By William J. Schultz, Ph.D. 

The Hotel Lease. By Fred W. Eck- | 
ert) CoP: A. | 

Business Finance and Banking. By | 
Neil H. Jacoby and Raymond J. | 
Saulnier. | 

| Advanced Accounting. By Dr. Roy | 

| B. Kester. 

| Advanced Accounting. By Dr. E. I. 
Fjeld and Dr. Lawrence W. Sher- 
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FACTS AND FIGURES IN GOVERN- 
MENT FINANCE. Published by the 
Tax Foundation, New York. 

Covering 1946-1947, this is a new vol- 
ume of a handy reference book on the 
fiscal operations of federal, state and local 
governments. All data are from official 
sources. Interpretation has been avoided 
by the Foundation’s research staff. 

Reviewed by PAUL HAASE 


Economic Problems Ahead 
Analyzed by R. H. Riley 
The same kind of a spurt, which re- 
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flected a post-war increase of productivity 
as a result of the heavy capital expendi- 
tures made in 1919 and 1920, must be 
expected to result from the current heavy 
investment, Roderick H. Riley of the Na- 
tional Planning Association stated at the 
October meeting of the District of Co- 
lumbia Control of the Controllers Insti- 
tute. 

In 1945 and 1946 there was sharp con- 
troversy, said Mr. Riley, as to whether 
industrial productivity had risen during 
the war sufficiently to make feasible wage 
increases of the dimensions then de- 
manded. This year with business expendi- 
tures on new plant and equipment ex- 
pected to run about 15 billion dollars, 
bringing the total since V-J Day to over 
30 billion dollars, the only question about 
productivity is how fast is it rising? 

He pointed out that the heavy capital 
expenditures made in 1919 and 1920 
were reflected in a post-war increase of 
productivity amounting to a full third in 
three years. The same kind of spurt, he 
predicted, must be expected to result from 
the current heavy investment. 

Any such rapid growth of productivity 
will pose major problems, he warned. 
When American industry is fully tooled 
up and capital expenditures slacken off, 
will consumers be ready and able to step 
into the market and make up the differ- 
ence, Mr. Riley asked. Will they, in ad- 
dition, be able to buy the expanded out- 
put that our improved plants will be 
capable of producing? Can Management 
and Labor agree on the wages and can 
industry and agriculture find the prices 
that will help keep the economic machine 
running at top speed? Or will heavy pub- 
lic spending, whether on public works at 
home or on relief and reconstruction 
abroad, again become necessary to absorb 
the expanded output of American fac- 
tories and farms? 

“These problems do not face us to- 
day. They may not face us in 1948. But 
sooner or later they will come to the 
fore and will have to be answered,” Mr. 
Riley cautioned. “If we want to prevent 
the shrinkage of markets for consumption 
and investment, such as precipitated the 
crash of 1929, if we want to prevent the 
need for renewed large-scale government 
intervention, we must be ready with the 
right answers,” he concluded. 


E. H. Cunningham Heads 
Internal Auditors 

The Institute of Internal Auditors, Inc., 
has elected Earle H. Cunningham, gen- 
eral auditor of General Motors Corpora- 
tion, Detroit, as its president for the 
current year. Other officers and directors 
elected were: first vice president, Arthur 
J. E. Child, Canada Packers, Ltd., To- 
ronto; second vice president, Gordon G. 
Crowder, Peabody Coal Co., Chicago; 
treasurer, Charles $. Webster, National 
Biscuit Co., New York. 
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mechanize all major accounting with Nationals 


Noted for its far-sighted management, the Geo, E. Keith Company 
of Brockton, Massachusetts, was one of the early users of 
National Mechanized Accounting. 

Starting their use of Nationals on a small scale, the shoe company 
was quick to sense their advantages—their speed, accuracy, and 
flexibility. Today, extensive installations of National Accounting 
Machines serve both their Middleboro and their Brockton plants— 
the latter one of the largest in that famous shoe center. 

Production analysis, sales analysis, as well as all accounts payable 
and accounts receivable are now mechanized on Nationals to their 
great satisfaction. Their entire payroll is prepared on one National 
Payroll Machine. At one operation the employee’s statement of 
earnings and deductions, employee’s earnings record, and payroll 
summary record, are prepared. Alli entries are clear, legible, and 
easily understood. And all are proved correct at the time of writing. 

In businesses of every size and type, National Mechanized 
Accounting is making possible better business records at less cost in 
time and money. Let your local National representative study your 
needs, and make recommendations without cost or obligation. The 
National Cash Register Company, Dayton 9, Ohio. Sales and Service 
Offices in over 400 cities. 


THE NATIONAL CASH REGISTER COMPANY 
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Bank Credits Needs of Business Show 
Changes but No Persistent Drop 


No persistent decline in the demands 
by business for credit from commercial 
banks has occurred in recent years, accord- 
ing to a report released in book form by 
the National Bureau of Economic Re- 
search. What has changed is the type of 
credit required by business, and banks’ 
ptactices in meeting these demands. The 
volume, entitled Business Finance and 
Banking, in which these developments are 
discussed, covers the period 1900 through 
World War II. Financial support for the 
investigation has been provided by the 
Association of Reserve City Bankers, The 
Rockefeller Foundation, and the Carnegie 
Corporation of New York. 

The authors of the present study are 
Neil H. Jacoby, Vice President of the 
University of Chicago and Professor of 
Finance in the School of Business, and 
Raymond J. Saulnier, Director of the Fi- 
nancial Research Program of the National 
Bureau of Economic Research and Asso- 
ciate Professor of Economics in Barnard 
College, Columbia University. 

The study shows that “the adaptations 
made by banks in their business financing 
practices enabled them, during the revival 
years of the thirties, to play a more im- 
portant role in the business credit market 


than they did during the early thirties, 
Whatever may have happened in the sec- 
ond half of the thirties in the proportion 
of business loan assets to other assets of 
banks, it is clear that there was a revival 
in the absolute amount of bank credit 
used by business.” 

One of the major recent changes in 
business demands for funds has been the 
shift from short-term to medium- and 
long-term credit. In 1940, loans with 
maturities of less than 90 days accounted 
for about 30 per cent. of all bank loans 
and discounts, compared with 57 per cent. 
in 1913. 

The authors outline the adjustments in 
banking _ and practices which have 
been made to meet the new types of de- 
mands. They also discuss the growth of 
“direct” financing as against ‘“‘indirect’’ 
borrowing, and the positions of the vari- 
ous financing agencies in the extension of 
credit. In general they conclude that “the 
insurance company seems to have become 
a more important factor in the private 
placement market, accounting for an esti- 
mated 60 per cent. of private placements 
in 1934 and about 87 per cent. in 1939 
and 1940.” 

The report shows that small- and me- 





ments. 





How Alert is Your 
INSURANCE BROKER? 


Brokers and agents occasionally let down in servicing 
their older clients. The buyer’s interests are best 
served by a report telling him how to get Adequate 
Coverage at Proper Cost, uninfluenced by any desire 


to sell him more insurance. 


A Jamison Survey and Audit will give you an un- 
biased analysis of your over-all Insurance require- 


HERBERT L. JAMISON & CO. 


ONE ELEVEN FULTON STREET 


INSURANCE SURVEYS AND AUDITS 


NEW YORK 














dium-sized concerns provide the bulk of 
business demand for bank credit. Banks 
are showing imcreasing responsiveness to 
the demands of this group of borrowers 
by offering new types of loans better 
adapted to their credit needs. The greater 
risks involved in such lending are being 
met by the use of a wider range of secur- 
ity devices, such as the assignment of re- 
ceivables, liens on income-producing 
equipment, the trust receipt, and the field 
warehouse receipt. 

Banks have greatly increased their par- 
ticipation in the consumer installment 
credit market. The report points out that 
commercial banks’ share in this market 
rose from 4 per cent. in 1930 to 27 per 
cent. in 1940. Many of the barriers that 
had kept the banks from direct participa- 
tion in this market were removed in the 
thirties. 

Banks have acquired a fairly substantial 
interest in the instalment financing of in- 
come-producing equipment and in lend- 
ing on the security of assigned open ac- 
counts receivable. In fact, the authors find 
that in 1940 the banks surpassed the com- 
mercial finance companies in the volume 
of business done in these fields. 

The interest of banks in new types of 
lending, the authors found, has been stim- 
ulated by the successful operation of com- 
mercial finance companies and consumer 
credit agencies. In addition, certain adap- 
tations in bank lending practices have 
been due to closer competitive relation- 
ships with life insurance companies, in- 
vestment banks, and factoring companies. 
Also, the entry of government agencies 
into the business credit market has had 
certain modernizing effects on bank lend- 
ing policies and practices. 

The changed competitive relationships 
in the business credit market, the coop- 
erative arrangements among lenders, and 
the ways in which commercial bank activi- 
ties have been affected by these new con- 
ditions are outlined clearly in the Na- 
tional Bureau study. 

From their analysis Messrs. Jacoby and 
Saulnier conclude that ‘‘there is no reason 
to believe that in the calculable future the 
business financing functions of banks will 
be of less importance than at present.” 

“Recent developments strongly sug- 
gest,” the report states, “that if the busi- 
ness economy continues to experience 
growth, if the banks make the adapta- 
tions which are within their power, and if 
the environment of public law and regu- 
lation within which banks operate is con- 
ducive to risk taking, there will be no de- 
cline in the demand for their business 
financing services.” 


* * * 


By 1940, says a Twentieth Century 
Fund report, over 10 per cent. of the total 
new dwelling units was produced under 
public auspices. 
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Paper Work “Flow Chart’ Keys Production 





MECHANICAL PROCESS AND 


cosT ESTIMATING 











ENGINEER INDUSTRIAL ENGINEERING 


STANDARDS DUPLICATING 











PRODUCTION 


FACTORY DEPARTMENTS 





FOREMAN 











puveracrurnd ASSEMBLY 





(Olen 
rege quaccn crtmy ory 
Sais ONE SSE 
smorenns cmasetes cs 10 ps 
wee talent tad Be 

(Ol mie 











© geeaane ns 














© et sererencmmee ess 


Qn enw wennen 





















































Read how Mimeograph brand duplicator and supplies 
help cut costs and speed production of paper work for 
leading office equipment manufacturer 


The Globe-Wernicke Company, Cincin- 
nati, makers of office equipment, did a lot 
of thinking about paper work—and they 
called in our duplicating experts, too. 

The joint results are shown on paper in 
the flow chart above—which also shows 
how the operation process and routing stand- 
ards sheet keys production control for Globe- 
Wernicke with remarkable savings in the 
cost of paper work! 

Here’s why Globe-Wernicke chose the 
Mimeograph brand duplicator todo the job! 


pon today. 





The Mimeograph brand duplicator 


is made by 


A. B. Dick Company, Chicago 


MIMEOGRAPH is the trade-mark of A. B. Dick Company, 
Chicago, r-gistered in the U. S. Patent Office. 












FREE! Complete case study 


of the Globe-Wernicke process 
sheet problem— including the flow 
chart reproduced above — p'us 
samples of the finished forms and 
the Mimeograph brand die-im- 
pressed stencil that did the worx. 
It’s free! Clip and mail the cou- 




















Greater speed of paper work production at 
far lower cost. 

Clear, readable black-and-white copy in 
non-smudging ink to stand up and stay 
readable under factory conditions. 

Standard form die impressed into 
Mimeograph brand stencil. All copies identi- 
cal—whether a hundred, a thousand or more 
are run. Only one proofreading required. 

Standards information, required by Cost, 
Estimating, Mechanical Engineering, Stand- 
ards, and Process Engineering Departments, 


sheet problem. 





MIMEOGRAPH DUPLICATED 
PROCESS SHEETS 


Glo 


Globe-Wernicke Company, 

Cincinnati, large manufacturer 
of office equipment, makes a 
line of more than 4000 items. 
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Service 





can be blocked out of copies for Production 
Department where such data is not needed. 

Completed stencil with added information 
can be filed and re-used,as is, or with changes. 

It all adds up to a better, more efficient 
job for a lot less money. 

And that is what Mimeograph duplica- 
tion and our trained duplicating experts 
have done and are doing for many leaders 
in many industries. Call the nearest dis- 
tributor, or write us direct, for help on 
your specific problems. 


COPYRIGHT 1947, A. B. DICK COMPANY 


A. B. DICK COMPANY, Q-1247 
720 West Jackson Boulevard, Chicago 6, Illinois 


Send me a copy of your case study of the Globe-Wernicke process 
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STATE. 
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Rep. Knutson Asks Reversal of 
Stock Option Rule 


Revision of a Treasury ruling affecting 
stock options which an employer may give 
his workers is being demanded by Repre- 
sentative Knutson (Rep., Minn.), chair- 
man of the House Ways and Means Com- 
mittee, the Associated Press reported re- 
cently. Mr. Knutson’s insistence on the 
Treasury’s changing the regulation is dis- 
closed in publication in the Congressional 
Record of a lengthy exchange of corre- 
spondence between the committee chair- 
man and Treasury officials. 

Under a Treasury regulation (5507) 
issued April 12, 1946, Mr. Knutson said, 
a worker is required to report as ordi- 








Double 


Exposure 


Evveny business faces not only 
the chance of encountering 
financial misfortune through 
a variety of casualties but 
also the possibility of the in- 
surance relied upon for in- 
demnity against such losses 
being deficient or inapplic- 
able. 

This double exposure can 
be avoided if the insurance is 
fashioned upon a complete 
knowledge of the casual risks 
threatening the business, pref- 
erably obtained from an un- 
biased survey by people who 
specialize in making such in- 
vestigations. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y. 


Established 1926 
NO INSURANCE SOLD 




















nary income, at the time the stock option 
is exercised, the difference between the 
option price and the fair market value 
of the stock on the date of purchase, 
“even though the option was given to 
enable the employee to have a stake in 
the business.”’ 

“This defeats the purpose for which 
the option was given,” Mr. Knutson said 
in a statement included with the corre- 
spondence, “as in many cases the em- 
ployee is compelled to sell the stock thus 
acquired to -pay his individual income 
tax: 

A. L. M. Wiggins, Undersecretary of 
the Treasury, however, has advised Knut- 
son that “in our view Treasury decision 
5507 correctly interprets the applicable 
law,’ the same report indicates. 

“If we should make a mistake in the 
application of a law in a particular tax 
matter, the taxpayer can secure a reversal 
of our position through the courts,” Mr. 
Wiggins added. 

But Mr. Knutson contended that cases 
previously decided show the Treasury 
“could have taken the other view and 
liberalized the regulations to specifically 
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cover cases where the option was given 
by the employer to enable the employee 
to have a stake in the business.’ 

Mr. Wiggins expressed the opinion, it 
was reported, that any change in the 
treatment of stock options should be done 
through enactment of specific legislation. 











Positions Open 





Controller 


Manufacturing company, situated in small 
town near Baltimore, requires the services of a 
young man, preferably single, with a broad 
knowledge of cost and general accounting. Must 
be capable of analyzing and interpreting costs 
and operating results for management. State ex- 
perience, age, education, and salary desired. Re- 
plies will be held in strict confidence. Address: 
Box 749, ‘‘The Controller,” One East Forty- 
Second Street, New York 17, New York. 


Accountant 


Supervisory capacity for large manufacturing 
concern. Must have similar previous experi- 
ence or comparable public accounting experi- 
ence. Age—under 35. Locate between Phila- 
delphia and Trenton. Send complete resume of 
experience and earnings. State salary desired. 
Address: Box 753, ‘The Controller,” One East 
Forty-Second Street, New York 17, New York. 


Division Controller 


Decentralized organization has an opening 
for a controller for plant in city of over 100,- 
000 about 100 miles from New York City. 
Position covers general and cost accounting, 
disbursement of funds and allied work. Ap- 
plicant should have had comprehensive ex- 
perience with standard costs for mass produc- 


«tion. State full particulars. Application will be 


held strictly confidential. Address: Box 759, 
“The Controller,’ One East Forty-Second Street, 
New York 17, New York. 


Publications Issued on 
Annual Reports 


A discussion of corporate annual re- 
ports and their importance in developing 
the full potential of favorable opinion, 
not only from stockholders, but also from 
employees, customers, the government, 
and other corporste ‘audiences,’ is out- 
lined in “Opinion-Forming Annual Re- 
ports,” a booklet published by the Edi- 
torial Development Division of Charles 
Francis Press. Copies of the booklet are 
available from the Press, without charge, 
at 461 Eighth Avenue, New York 1, 
New York. 

“Point of View,” a quarterly magazine 
devoted to creating better understanding 
between business and the public, featured 
a series of articles in a recent issue on 
corporate annual reports, house organs, 
and other aspects of printed public rela- 
tions material of corporations. ‘Point of 
View” is published by Geffen, Dunn & 
Co., 76 Ninth Avenue, New York 11, 
New York. 
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... the cost of handling a record 


A lot of old-fashioned notions about record-keeping 
are changing these days. New methods are drastically 







lowering “fixed” office overhead expense in the face 






of rising personnel costs. 






You will want to know about these postwar record- 





keeping developments, of course. You will want to learn 






more of the amazing savings effected by the Diebold 
Cardineer, V-Line, Flex-Site and Tra-Dex Systems. 







A phone call to your nearby Diebold Branch or Dealer 





will bring a factory-trained man with interesting evi- 






dence of record-keeping progress—in offices similar to 
yours. Look up the Diebold number in your phone 
book, or write direct for complete details. 


~ Diebold 


: 8 ¢@ © ‘Re. tee ae aoe 


CANTON 2, OHIO 
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Southern Controllers Conference Planned, 
January 23-24, in New Orleans 


Plans for the first Southern Conference 
of Controllers, which is being developed 
by the New Orleans Control of the Con- 
trollers Institute of America, are well ad- 
vanced according to an announcement by 
Dee Davis, of the California Company, 
New Orleans, who is General Chairman 
of the Conference, which is scheduled for 
January 23-24, 1948, in New Orleans. 

At a meeting of all committees held in 
New Orleans on November 18th, at 
which Paul Haase, Assistant Secretary of 
The Institute, was in attendance, final 
arrangements as well as — and 
speaker plans were reviewed. 

Cooperating with the New Orleans 
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Control in this first Southern Conference, 
are the Atlanta, Birmingham, Chatta- 
nooga, Dallas and Houston Controls. In 
addition members of The Institute affili- 
ated with the Kansas City, St. Louis, and 
Louisville Controls, are being invited to 
er. in the Conference which will 
e held in the Roosevelt Hotel. 

The Conference is scheduled to open 
with luncheon on Friday, January 23, and 
Mr. C. E. Jarchow, President of the Con- 
trollers Institute, has been invited to ad- 
dress the luncheon session. Mr. Jarchow 
is Vice-President and Comptroller of In- 
ternational Harvester Company, Chicago. 

Following luncheon a general session is 
scheduled with present program plans 
calling for an address as well as a discus- 
sion by those present, on the subject ‘‘Pub- 
lic Relations and Controllership.” 

A social hour and reception is being 
arranged to precede the Conference ban- 
quet, at which the speaker will be Mr. 
Clayton Rand, a noted commentator and 
humorist who is Editor of ‘“‘Dixie Guide,” 
in Gulfport, Mississippi, author of sev- 
eral books, and who won the Pulitzer 
Prize for his editorial leadership a num- 
ber of years ago. Mr. Rand recently ad- 
dressed the annual meeting of the Na- 
tional Association of Manufacturers and 
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has spoken before business groups in all 
parts of the country. Mr. John H. Mac- 
Donald, Chairman of the Board of Di- 
rectors of The Institute, and Administra- 
tive Vice President of the National 
Broadcasting Company, New York, has 
been invited to be toastmaster. 

On Saturday a varied program is being 
planned, including a special yacht trip on 
the Mississippi, with inspection of port 
and dock facilities of the harbor. That 
afternoon arrangements have been made 
for attendance at the Fair Grounds Track. 

Detailed information as to other ar- 
rangements, as well as Conference fees 
and like matters, will be released in due 
course to members of The Institute in 
the Southern Conference area. A cordial 
invitation is being extended by the New 
Orleans Control to controllers throughout 
the country to attend the Southern Con- 
ference should they be in that area. 

The committees in charge include: 


General Chairman—Dee Davis; Program 


& Speakers—James A. Ryan, Chair- 
man, F. P. Ganucheau, J. P. Ward; 
Finance and Arrangements—W. P. 
Stich, Chairman, Jos. Samuel, T. A. 
Hamby ; Publicity—George J. Springer, 
Chairman, Harty K. Oliphint; Speak- 
ers Hospitality—E. J. Armbruster, 
Chairman, B. C. Moise, Earle N. Mar- 
tin, Sr.; Registration and Reception— 
A. E. Elliott, Chairman, G. L. Andrus, 
Joseph H. Pasquier. 
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PRINTING CALCULATOR 
gives you 
PRINTED FIGURE FACTS | 







Management needs proved figure facts on which to base important decisions. 
Inventory reports, profit percentages, cost estimates and the multitude of figure 
information necessary to run a business must be computed accurately. That’s why 
Remington Rand's Printing Calculator serves every size business by eliminating 
incorrect computations and misleading reports . . . by saving valuable time 


ordinarily lost copying figures and re-calculating problems. 


Your facts are right the first time when the Printing Calculator produces 


it automatically prints 


on the tape each factor and answer of every calculation. You never have to 


your figures. This machine never relies on assumptions . . . 


repeat a problem . . . the printed tape is your first-time proof of accuracy and a 


permanent record to which you can refer weeks or months later. Compact and 
simple to operate, the 10-key Printing Calculator gives you complete, rapid 
figuring service. It multiplies and divides automatically, adds and subtracts— 


and prints each factor. 


Ask your Remington Rand representative for a demonstration, or write for 
further information to Remington Rand Inc., Adding-Bookkeeping-Calculating 
Machines Division, Department CR, 315 Fourth Avenue, New York 10, N.° Y. 


Komnglon Rand 


} MACHINES FOR MANAGEMENT | FOR MANAGEMENT 
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INSTITUTE ACTIVITIES 








Chairmen of Institute’s National Committees 
Are Named for 1947-1948 


The chairmen of fourteen national 
committees of the Controllers Institute 
of America have been appointed and, at 
this writing, tenders of appointment are 
being made to Institute members through- 
out the country regarding service on the 
respective committees. The full list of 
committee chairmen for the current year 
of The Institute’s activities include: 


Admissions Committee, Mr. Arthur 
Surkamp, United States Rubber Com- 
pany, New York; 

Advisory Council on Government Re- 
ports, Mr. Lisle W. Adkins, Crosley Di- 
vision, Avco Manufacturing Corporation, 
Cincinnati, and Mr. Edwin E. McCon- 
nell, Norton Company, Worcester, Massa- 
chusetts. 


Institute Members Active in 
Educational Lectures 


Supplementing the list, published in 
THE CONTROLLER for September, of 
sixty-two members of The Institute who 
have given or are currently giving lec- 
tures on controllership and related sub- 
jects, the following names of Institute 
members active in this field have recently 
been released by the National Commit- 
tee on Education of The Institute: 


CHICAGO CONTROL 
Hart, Edwin P., Eversharp, Incorpo- 
rated, Rotary Clubs 


CLEVELAND CONTROL 


Fox, L. Palmer, The Pipe Machinery 
Company, John Carroll University 


KANSAS CITY CONTROL 

Boettger, F. A., Cessna Aircraft Com- 
pany, University of Dayton 

Bowers, Walter A., Utopia College, 
University of Kansas 

John, Leroy, K.C. Wholesale Grocery 
Company, Rockhurst College 

Olsen, R. W., The Liberty Glass Com- 
pany, Tulsa University 

Vaughn, Walter, Stern Brothers and 
Company, University of Kansas 


SYRACUSE CONTROL 
Hoyt, Fred F., Carrier Corporation, 
Flint Institute of Technology 


BOSTON CONTROL 
Duryee, Sacket R., Wyman-Gordon 
Company, has given lectures at Ben- 
jamin Franklin University NOT AT 
GEORGE WASHINGTON UNIVERSITY 
as previously mentioned in error. 





Budget and Finance, Mr. Noel E. 
Keeler, Sylvania Electric Products, Inc., 
New York; 

Consideration of Mutual Problems 
With the American Institute of Account- 
ants, Mr. Daniel M. Sheehan, Monsanto 
Chemical Company, St. Louis; 

Education, Professor Ross G. Walker, 
Harvard University, Graduate School of 
Business Administration, Boston; 

Cooperation With the Securities and 
Exchange Commission, Mr. Fred W. 
Woods, Shell Union Oil Corporation, 
New York; 

Eligibility Standards, Mr. Mark Z. Mc- 
Gill, Collins & Aikman Corporation, Phil- 
adelphia ; 

Ethics & Professional Standing, Mr. 
Edwin W. Burbott, A. B. Dick Company, 
Chicago; 

Executive, Mr. Charles F. Pendlebury, 
Veeder-Root, Inc., Hartford, Connecticut ; 

Federal Taxation, Mr. Oscar N. Lin- 
dahl, Carnegie-Illinois Steel Corporation, 
Pittsburgh ; 

Planning, Mr. Harty F. Jopp, Dicta- 
phone Corporation, Bridgeport, Connect- 
icut ; 

Publications, Mr. Archer Edward 
Church, Weekly Publications, Inc., New 
York; 

Social Security, Mr. Raymond A. Pas- 
coe, Whiting Corporation, Harvey, IIli- 
nois; 

Technical Information and Research, 
Mr. Irving D. Dawes, Virginia-Carolina 
Chemical Corporation, Richmond, Vir- 
ginia. 

Louisville, Indianapolis, Cincinnati 

Plan “Speaker-Exchange” Programs 


An innovation in local Control pro- 
gramming activities is being introduced 
this year by the Louisville, Indianapolis, 
and Cincinnati Controls of The Institute. 
The arrangement calls for an “exchange” 
of speakers among the Controls, whereby 
the Controls will take turns in providing 
each other one speaker for their respective 
meetings during the current year of Con- 
trol activity. 

As the opening move, the Louisville 
Control sponsored the speaker for the 
November 20 meeting of the Indianapo- 
lis Control, in Indianapolis, at which sev- 
eral members of the Louisville Control 
were in attendance. The speaker was Mr. 
John R. Sanderlin, treasurer of Brown- 
Forman Distillers Corporation, and a di- 





rector of the Louisville Control. At a 
later date, the Indianapolis Control will 
reciprocate with a speaker for a meeting 
in Louisville. 

Like reciprocal arrangements are being 
developed between the Cincinnati and 
Louisville Controls, with Cincinnati pres- 
ently scheduled to provide for the Janu- 
ary meeting of the Louisville Control an 
address on “Job Evaluation” by Carl B. 
Masters, associate of Uhling, Lauer and 
Associates, management consultants of 
Cincinnati. 


BIR Administrative Procedure 
Recommendations Presented 


The Committee on Federal Taxation of 
The Institute was invited to a conference 
on October 29, in Washington, D. C., 
presided over by Mr. Colin F. Stam, 
Chief of Staff of the Joint Congressional 
Committee on Internal Revenue Taxa- 
tion. The Committee with Mr. Stam con- 
sisted of a panel of civilian experts, in- 
cluding Messrs. N. Loyall MacLaren, of 
San Francisco; George Mitchell, of the 
Federal Reserve Bank of Chicago; James 
Carter, of Atlanta (former President of 
the National Association of Cost Ac- 
countants) ; and H. H. Bond, lawyer, of 
Boston. Mr. C. K. Shaw of the Congres- 
sional staff acted as secretary. No Internal 
Revenue Bureau or Treasury representa- 
tives were present. 

The meeting, held in the conference 
room of the Ways and Means Commit- 
tee at the Capitol, was for the purpose of 
discussing administrative procedures of 
the Bureau of Internal Revenue. The 
Committee avoided as much as possible 
discussion of new tax legislation. 

Those present on behalf of the Con- 
trollers Institute were Messrs. Pearce F. 
Boyer, Republic Steel Corporation, Cleve- 
land; Caldwell and Emery, Armour & 
Company, Chicago; Stanley W. Duhig, 
Shell Union Oil Corporation, New York; 
L. E.. Glover, American Telephone & 
Telegraph Company, New York; Wilfred 
Godfrey, Keystone Custodian Funds, 
Boston; Harold G. Haydon, Potomac 
Electric Power Company, Washington; 
Charles C. Hull, Controllers Institute of 
America; Claude W. Hupp, Sterling 
Drug Company, New York; M. M. 
Rosenberg, American Smelting & Refin- 
ing Company, New York (Chairman pro 
tem) ; Richard H. Schlottman, Bethlehem 
Steel Corporation, Bethlehem, Pennsyl- 
vania; A. F. Schnee, The Atlantic Re- 
fining Company, Philadelphia. Mr. Stam’s 
Committee suggested that The Institute 
submit a summary of its recommenda- 
tions. This is being prepared at the pres- 
ent writing. 

€ * * 


By 1941, says a Twentieth Century 
Fund survey, consumers were spending 
over 60 per cent. more on spectator sports 
than in 1929. 
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| Because they are all-electric, the typewriters 
manufactured by International Business Machines 
Corporation lighten the effort of the typist and 


17 Years of Proved produce work of the finest quality. 


| IBM’s research, design and engineering skill are 

| evident in the ease of operation, and in the dis- 

. E LE CTRIC tinctive appearance and high legibility of the typing. 

PE RFORMANCE The IBM Electric Typewriter has been proving 
its merits in actual use for 17 years. 


If it's IBM ... it is electric 


IBM 
ELECTRIC TYPEWRITER 


For further information address 
INTERNATIONAL BUSINESS MACHINES. CORPORATION, WORLD HEADQUARTERS BUILDING, 590 MADISON AVENUE, NEW YORK 22, N. Y. 














The Controller, December, 1947 











Personal Notes About Controllers 








Mr. Edward J. Hanley, vice president in 
charge of finances, secretary and treasurer, was 
recently elected a director of Allegheny-Lud- 
lum Steel Corporation, Pittsburgh. Mr. Hanley 
is a member of the Controllers Institute. The 
board also elected Mr. Stanley A. McCaskey, 
previously assistant secretary, as secretary to 
relieve Mr. Hanley of that duty. 


Mr. Allen U. Hunt, a past president of the 
Chicago Control of the Controllers Institute, 
who has served as a member of The Institute’s 
Board of Directors, is mow connected with 
Cook Coffee Company, Cleveland, Ohio. Mr. 
Hunt, formerly controller of Jewel Tea Com- 
pany, Barrington, Illinois, was general chairman, 
in 1944, of the 13th Annual Meeting of The 
Institute. 


Two members of the Controllers Institute 
of America have been active this year in the 
American Gas Association’s Accounting Sec- 
tion. They are Mr. Leith V. Watkins, secre- 
tary-controller of Panhandle Eastern Pipe Line 
Company, of New York, who served as chair- 
man of the A.G.A. Accounting Section, and 
Mr. John A. Williams, assistant comptroller 
of Niagara Hudson Power Corporation, of 
Syracuse. Mr. Williams was elected a na- 
tional director of the Controllers Institute on 
October 20 at its Annual Meeting in Chicago. 


Mr. Milton E. Stover, who joined Fruehauf 
Trailer Company, Detroit, as controller in 1943, 
has been made a vice-president and director of 
the company. He will continue to serve as 
controller. Mr. Stover is a member of the 
Controllers Institute, holding membership cer- 
tificate 732. He is 
also a member of 
the American In- 
stitute of Account- 
ants and the. Mich- 
igan Association 
of Certified Pub- 
lic Accountants. 

Mr. Stover 
served as vice- 
chairman of the 
recent conference 
of automotive in- 
dustry controllers 
at the Sixteenth 
Annual Meeting 
of the Controllers 
Institute, in Chi- 
cago. 


Mr. E. W. Burbott, holder of certificate 316 
and a past president of the Controllers Insti- 
tute of America, has been named vice chairman 
of the Board of Directors of A. B. Dick Com- 
pany, Chicago. Succeeding Mr. Burbott as 
controller of the company is Mr. James L. 
Peirce, who is currently serving as a director 
of the Chicago Control of The Institute. 


Gach 





MR. STOVER 


Mr. James E. McMullen has changed his 
business connection from The Carborundum 
Company, Niagara Falls, New York, where he 
served as controller, to Payson & Trask, New 
York. Mr. McMullen was elected to The Insti- 
tute in February, 1941. 


Mr. Raymond A. Pascoe, a past president of 
the Chicago Control of The Institute, has re- 
tired from his position as secretary and treas- 
urer of Whiting Corporation, Harvey, Illinois. 
Mr. Pascoe, who served as chairman of the 
Program Committee for the recent 16th Annual 


Meeting of The Institute, is continuing his serv- 
ice, however, as administrator of two trusts for 
the corporation. 


Mr. Edward F. March, a member of The In- 
stitute, is now connected with the Metals Disin- 
tegrating Co., Inc., of Elizabeth, New Jersey, 
as treasurer and assistant secretary. Mr. March 
recently resigned from his position as comp- 
troller of the Ekco Products Company, Chicago, 
Illinois. 


Mr. Robert M. Douglas, who as a Lieutenant 
Commander during the war served on the Navy 
Department’s Regional Price Adjustment Board, 
in San Francisco, California, has been named 
auditor of the San Francisco Stock Exchange, 
San Francisco. Mr. Douglas is holder of The 
Institute’s certificate 952. 


Mr. Albert L. Williams previously controller 
of International Business Machines Corpora- 
tion, New York, a position he had held since 
November, 1942, has been elected a director by 
the company’s board of directors. Mr. Williams, 
who started with the firm in 1936 as a student 
sales representative, is a member of the Con- 
trollers Institute. 


Mr. Herbert T. Hansford, who is also a 
member of The Institute, was elected controller 
of International Business Machines Corpora- 
tion, as successor to Mr. Williams, and Mr. 
Bernard Wiegard, a member of The Institute, 
who had served as general auditor of Interna- 
tional Business Machines, was advanced to as- 
sistant controller. 


Mr. J. H. Clawson, a member of the National 
Board of Directors of The Controllers Institute 
of America, has been appointed treasurer of 
Puget Sound Power & Light Company, Seattle, 
Washington, succeeding Mr. Fred W. Brownell, 
who retired for reasons of health. Mr. R. Wil- 
liam Peterson was made successor to Mr. Claw- 
son, as controller, and Mr. J. E. Anderson, also 
a member of The Controllers Institute, was 
named assistant controller. 

Mr. Clawson, who served as president of the 
Seattle Control of The Institute during the 
past year, was represented in the October issue 
of “The Controller” with an article on ‘“Train- 
ing and Promotion in the Controller’s Depart- 
ment under Unionized Conditions.” 


Mr. Rollin E. Ecke, formerly vice president 
and controller, is now treasurer of Farmers In- 
surance Exchange, Los Angeles, California. Mr. 
Ecke was a speaker at the recent conference of 
fire and casualty insurance company controllers, 
at the 16th Annual Meeting of The Controllers 
Institute, in mid-October, in Chicago. 


Mr. Walter P. Marshall, vice president in 
charge of the Contract Department, and treas- 
urer of Western Union Telegraph Company, 
has been elected a director of the company. 
Formerly executive vice president of Postal 
Telegraph Company, Mr. Marshall, a member 
of The Controllers Institute, became assistant 
to the president of Western Union in October, 
1943, and continues in that capacity. 


Mr. Wyman P. Fiske, an associate member 
of The Institute and holder of certificate 623, 
has opened offices as a management consultant 
in Rockefeller Center, New York. Formerly 
professor of accounting at Massachusetts Inst:- 
tute of Technology, Mr. Fiske subsequently 
served as secretary of the National Association 
of Cost Accountants. 


Mr. Harry L. Whybra, formerly connected 
with The Owl Drug Company, of Los Angeles, 
as assistant treasurer, is now assistant secretary 
of Pig’n Whistle Corp., of Los Angeles. Mr. 
Whybra is a member of The Institute. 


Mr. J. F. Woessner is now associated with 
Radio Corporation of America, Victor Division, 
Camden, New Jersey, as director of accounting. 
Mr. Woessner, a member of ‘The Institute and 
holder of certificate number 349, was formerly 
assistant comptroller of the Carnegie-Illinois 
Steel Corp., of Pittsburgh, Pennsylvania. 


Mr. James M. Clark has joined Anderson, 
Clayton & Co., Sao Paulo, Brazil. Mr. Clark, 
who was formerly vice president and treasurer 
of Gulf Atlantic Warehouse Co., Houston, 
Texas, is a member of the Controllers Institute. 


Mr. J. A. Burke, former comptroller of Gibbs 
Gas Engine Co. of Florida, Jacksonville, 
Florida, has accepted a position with Foremost 
Distributors, Miami, Florida. Mr. Burke is a 
member of the Controllers Institute. 


Mr. J. A. McBride, Jr., a member of The 
Institute, has resigned from the Miehle Print- 
ing Press & Manufacturing Co., Chicago, IIli- 
nois, where he served as assistant comptroller, 
to join Omar, Inc., Omaha, Nebraska. 


Mr. Harold C. Teasdel, a member of the 
Controllers Institute of America, and formerly 
vice president and administrative assistant to 
the president of the California Company, New 
Orleans, has been promoted to the position of 
president of the corporation. A naval supply 
officer in the first world war, Mr. Teasdel 
joined the Standard Oil Company of California, 
and later became a director of the California 
Company, which is a subsidiary of Standard of 
California. 


Mr. W. D. Mewhort, formerly treasurer of 
Menasco Manufacturing Co., of Burbank, Cali- 
fornia, has transferred his activities to New 
York where he is connected with Textron, Inc., 
as manager of the Tax Department of the cor- 
poration, and all its subsidiaries. 


Mr. John E. Cowles has accepted a position 
with the St. Regis Paper Company, of New 
York. A member of the Controllers Institute, 
Mr. Cowles previously served as assistant treas- 
urer of Maine Seaboard Paper Co., Bucksport, 
Maine. 


Mr. Stephen Bronsley, Jr., has resigned from 
Conners & Company, of Los Angeles, Califor- 
nia, to take up a new post with the Carnation 
Company, Los Angeles. Mr. Bronsley is holder 
of certificate 1133 of The Institute. 


Mr. Frank E. Booth is now connected with 
the Interstate Engineering Corp., El Segundo, 
California. Mr. Booth, a member of The Insti- 
tute, was formerly controller of General Tire & 
Rubber Co. of California, Pasadena, California. 


Mr. Donald L. Trouant formerly comptroller 
of Raytheon Mfg. Co., Boston, Massachusetts, 
has joined Gulph Mills, Bridgeport, Pennsyl- 
vania. Mr. Trouant is a member of The Insti- 
tute. 


Mr. R. E. Hoefflin, a member of The Insti- 
tute, has joined the Gummed Products Co., 
Troy, Ohio. Previously he was with The Waco 
Aircraft Co., Troy, where he held the position 
of treasurer and director. 
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Mr. Raymond E. Brennan, a charter member 
and first president of the Portland Control of 
The Institute, now holds the title of secretary- 
treasurer of both the States Steamship Company 
and Pacific-Atlantic Steamship Company, of 
Vancouver, Washington. Mr. Brennan, who 
previously held the position of assistant to the 
president of the organization, was treasurer and 
comptroller of Portland General Electric Com- 
pany, prior to joining his present company. 


Mr. N. R. Velle- 
man has been 
named vice presi- 
dent of Charles A. 
Kaufman Com- 
pany, Ltd., New 
Orleans. Mr. Velle- 
man, who is sec- 
retary of the New 
Orleans Control 
of The Institute, 
was appointed con- 
troller of the com- 
pany during the 
past year, and will 
retain his control- 
lership duties. Pre- 
viously, Mr. Velle- 
man served as assistant controller of the Davi- 
son-Paxon Company, of Atlanta, Georgia. 


MR. VELLEMAN 


Mr. Thomas Cureton, controller of Lykes 
Brothers & Subsidiary Companies, Tampa, 
Florida, has retired from business. Mr. Cureton 
holds certificate 175 of The Institute, having 
been elected to membership in December, 1932. 


Members of the Controllers Institute of Amer- 
ica who are serving on the Accounting Council 
of the Machinery and Allied Products Institute, 
in addition to Mr. H. L. Kellog, who is serving 
as chairman of the Council and who is secre- 
tary-treasurer of Link-Belt Company, of Chi- 
cago, include the following: 

Mr. F. P. Austin, Jr., assistant treasurer and 
comptroller, Brown and Sharpe Manufacturing 
Co., Providence, Rhode Island; Mr. John R. 
Bartizal, comptroller, Clearing Machine Cor- 
poration, Chicago; Mr. R. L. Bischoff, assis- 
tant secretary-treasurer, Kearney & Trecker Cor- 
poration, Milwaukee; Mr. W. S. Bowser, con- 
troller, Blaw-Knox Company, Pittsburgh; Mr. 
James E. Brown, treasurer, the Cooper-Besse- 
mer Corporation, Mount Vernon, Ohio; Mr. V. 
F. Covert, assistant to vice president, Westing- 
house Electric Corporation, Pittsburgh; Mr. 
George D. Ellis, secretary and controller, Com- 
bustion Engineering Company, Inc., New York; 
Mr. C. W. Foster, treasurer, Norberg Manufac- 
turing Company, Milwaukee; Mr. Lester C. 
Hopton, assistant controller, Ingersoll-Rand 
Company, New York. 

Also Mr. J. A. Keogh, vice president and 
comptroller, Allis-Chalmers Manufacturing Co., 
Milwaukee; Mr. C. J. Kushell, Jr., assistant 
treasurer, DeLaval Steam Turbine Company, 
Trenton, New Jersey; Mr. Geo. V. Lang, treas- 
urer, United Engineering and Foundry Co., 
Pittsburgh; Mr. A.-G. Lindquist, secretary and 
comptroller, Gardner-Denver Company, Quincy, 
Illinois; Mr. William J. Magee, treasurer, Nor- 
ton Company, Worcester, Massachusetts. 

Also Mr. C. A. Packard, vice president and 
comptroller, Worthington Pump & Machinery 
Corp., Harrison, New Jersey; Mr. W. Raymond 
Parshall, comptroller, the Baldwin Locomotive 
Works, Philadelphia; Mr. Dundas Peacock, 
controller, Elliott Company, Jeannette, Penn- 
sylvania; Mr. Alan E. Phin, vice president and 
comptroller, the Babcock & Wilcox Company, 
New York; Mr. R. S. Sweeney, vice president 
and comptroller, The Watson-Stillman Com- 
pany, Roselle, New Jersey; Mr. George L. Todd, 
comptroller, the Bullord Company, Bridgeport, 
Connecticut; Mr. J. D. Vaughan, comptroller, 
American Locomotive Company, New York; 
and Mr. Francis D. Weeks, vice president and 
treasurer, Lamson Corporation, Syracuse. 
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549 pages, $5.00. 


546 pages, $5.00. 


Accountants’ Handbook 


Edited by W. A. PATON, C.P.A., 
and Board of Over 90 Assisting Editors 


LATEST WORD in accepted prin- 
ciples and procedure over entire range 
of commercial and financial account- 
ing. Gives you in compact, easy-to- 
find form, working methods, systems 
and controls on every part and par- 
ticle of accounting. Handbook helps 
you develop skill that puts you years 
ahead in experience; helps you make 
prompt, practical, on-the-spot deci- 
sions. Board of 90 contributing and 
consulting editors gives stamp of 
highest authority. Hundreds of illus- 
trations. 1505 pages, $7.50 No. 86 





selected to show various techniques. 


Internal Auditing @ By VICTOR Z. BRINK, C.P.A. 


CONTROLLERS, auditors, accountants, and corporate officers concerned with 
internal auditing programs and details find this guidebook an all-around help. In- 
tensely practical, the book is based on the author’s experience and first-hand investi- 
gations of the practice of many companies. It includes, but is much broader than, 
narrower aspects of internal check. Brings into focus the growing reliance by busi- 
ness executives on internal auditing; stresses value of its help to public accountants. 


By N. LOYALL McLAREN, C.P.A. 


Partner, McLaren, Goode & Company; former President of 
American Institute of Accountants and California Society 
of Certified Public Accountants; Commodore U.S.N.R. 


JUST OUT—An important new book for corporate 
officers and directors, comptrollers, bankers and in- 
vestors. Writers of stockholders’ reports will find it 
an invaluable guide to accepted reporting standards 
and a challenge to improved procedures. Readers of 
reports will find the book equally helpful in understanding what the facts and figures 


mean and imply. The author, whose experience covers both sides of the subject, analyzes 
features of form, arrangement and text of annual reports, basing his studies on reports 


fills a gap in business literature 


Annual Reports 
to Stockholders 


Their Preparation and Interpretation 





$5.00 No. 171 


No. 41 


Business Budgeting and Control 
By J. BROOKS HECKERT, C.P.A. 


YOUR KEY to planning ahead to meet today’s and tomorrow's uncertainties—in 
this widely endorsed book which gives you specific help in preparing and operating 
budgets for all departments in all types of business, large and small. Budgets are 
based on tested experience. Methods may be readily adapted and applied to your 
own situations. Many specimen forms and guides correlated with 
the text to make everything easy to see and understand. Special sec- 
tions on budget analyses and reports, plus 25 sample budget set-ups. 







No. 157 


SEND ME the books checked 
below. After five days’ exam- 
ination I will either remit 
price, plus postage, or return 
the books without further obligation. 


L}4 Ey @ £9 Se - Fin 


The Ronald Press Company 


15 East 26th Street 


New York 10, N.Y. 
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Undistributed Profits in Manufacturing 
Charted By Conference Board 


Manufacturing corporations in the 
United States “plowed back” some $18.0 
billion of earnings from 1929 through 
1946 according to the latest “Road Map 
of Industry,” prepared by the National 
Industrial Conference Board. Corpora- 
tions making iron and steel and their 
products had undistributed profits amount- 
ing to $2.9 billion for the period 1940 
through 1946, but a large negative item, 
resulting from dividend payments greater 
than profits, for the years 1929-1939, re- 
duced the 18-year total (1929-1946 in- 
clusive) to $2.0 billion. 

Undistributed profits of corporations in 
the field of foods totaled $297 million 
during the eleven years priod to 1940. 
Further increases through 1946 brought 
the grand total to $2.6 billion, the largest 
amount for any of the manufacturing in- 
dustries. 

Undistributed profits of corporations in 
other selected industries, 1929-1946, 
were: chemicals and products, $2.3 bil- 
lion; machinery except electrical, $1.9 
billion; petroleum and coal products, $1.7 
billion; and transportation equipment ex- 
cept automobiles, $1.4 billion. 


GAO Urges Repeal of War 
Contracts Act 


The General Accounting Office recently 
urged Congress to repeal the 1944 War 
Contract Settlement Act on the ground 
that it is outmoded and gives too much 
power to Government agencies. The act, 
under which thousands of contracts al- 
ready have been settled, limits the Gen- 
eral Accounting Office to formal review 
of settlements except where there is evi- 
dence of fraud. 

E. L. Fisher, general counsel of the 
office, told a House expenditures subcom- 
mittee that the act had outlived its use- 
fulness, gave ‘“‘unnecessary and tremen- 
dous” authority to contracting agencies 
and allowed too much “‘finality’”’ to set- 
tlements agreed to by contractors and 
Federal agencies dealing with them. 

The subcommittee is investigating al- 
leged frauds and overpayments in termi- 
nated contracts. 

As evidence that the Government did 
not always fare too well in making set- 
tlements, Mr, Fisher cited thirty-two cases 
in which, he said, overpayments totaled 
$1,121,695. These, he stated, were in 
addition to several score cases of actual 
fraud reported last month to a Senate 
committee. 

x x * 


“A tool is but the extension of a man’s 
hand, and a machine is but a complex 
tool. And he that invents a machine aug- 
ments the power of a man and the well- 
being of mankind.” 

—Henry Ward Beecher 
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MANACLES EFFICIENCY 


Is your office help HANDCUFFED? Here’s what to do.... 
REPLACE with FRIDEN, the Fully Automatic Calculator. 
Why...because modern exclusive features and Friden Meth- 
ods make figure work easy. You produce only accurate use- 
ful answers to every type of figure work problem. 

Here’s how to do it...just call your local Friden Representa- 
tive and conveniently arrange for a demonstration on your 
own work. Learn how the Friden pays for itself through the 


elimination of costly errors and operator fatigue. 






FRIDEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIF., U.S. A.* SALES AND SERVICE THROUGHOUT THE WORLD 





Friden Mechanical and Instructional 
Service is available in approxi- 
mately 250 Company Controlled 
Sales Agencies throughout the 
United States and Canada. 
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MEETINGS OF CONTROLS 








WESTERN MICHIGAN 
Topic: FINANCIAL STATEMENTS 


The regular monthly meeting of the West- 
ern Michigan Control was held at the Pen- 
insular Club, Grand Rapids, on October 8. 
Mr. Harry Hodge, of Sealed Power Corpora- 
tion, Muskegon, Michigan, and a member of 
the Control, presented a talk entitled, “A 
Return to Fundamentals.” 


TWIN CITIES 
Topic: INTERNAL AUDITING 


On the occasion of their regular monthly 
meeting on November 4, members of the Twin 
Cities Control listened to a talk by Mr. R. J. 
Harrigan, assistant controller of General Mills, 
Incorporated, Minneapolis, entitled, ‘‘Practical 
Experience in Internal Auditing.” The meeting 
took place at the Saint Paul Athletic Club. 


TOLEDO 
Topic: OPEN FORUM 
An open forum meeting interspersed with 
talks by Mr. J. C. Behringer, of American 
Steel Package Company, Defiance, Ohio and 
Mr. James B. Fenner, of Electric Auto-Lite 
Company, Toledo, both members of the Con- 
trol, was held by the Toledo Control on Oc- 
tober 9, at the Hillcrest Hotel. Mr. Beh- 
ringer spoke on “Depreciation of Fixed As- 
sets on Replacement Value Basis,’ and Mr. 
Fenner’s topic dealt with “Inventory Valua- 
tion.” 





QOpicinaeC)orner 
PEEP NAS IORDOLL 0 SRE ATE BE, 


“THE MACHINE TO COUNT ON" 





THIS 
dependable 
calculator 


. cuts calculating and accounting 
costs for thousands of users all over 
the world—in the office, at home, in 
the laboratory and in the field. 
Faster and lower priced than any 
comparable unit. Unexcelled for sturdy 
construction. 


Price: $140.00 and up 


Now available 


SEND FOR BULLETIN LP-123 


IVAN SORVALL 


210 Fifth Ave., New York 10, N. Y. 














SYRACUSE 

Topic: PROFIT SHARING AND PEN- 

SION PLANS 

The subject of “Profit Sharing and Pension 
Plans” was discussed by Mr. Ralph Knapp, 
treasurer, Precision Castings Company, at the 
meeting of the Syracuse Control on October 21, 
was held at the Onondaga Hotel. 


SPRINGFIELD 
Topic: TAFT-HARTLEY ACT 


Mr. Jarvis Hunt, general counsel for the 
Associated Industries of Massachusetts, was 
guest speaker for the October 14 regular 
monthly meeting of the Springfield Control. 
The meeting took place at the Sheraton 
Hotel. 


SAN FRANCISCO 
Topic: CORPORATE FINANCING 


Mr. J. R. Beckett, of Blyth Company, dis- 
cussed various phases of “Corporate Financing” 
at the October 16 regular monthly meeting of 
the San Francisco Control, held at the Army- 
Navy Club. 


ST. LOUIS 
Topic: INSURANCE PROGRAM 


Mr. Ralph S. Henderson, executive vice pres- 
ident of Alexander & Alexander, Inc., of New 
York, spoke on “Modernizing the Insurance 
Program” at the regular monthly meeting of 
the St. Louis Control on September 23, in the 
Hotel Statler. 


ROCHESTER 
Topic: TAFT-HARTLEY ACT 


The Rochester Control held its regular 
monthly meeting at the Sheraton Hotel on Octo- 
ber 29. Mr. Arthur L. Stern, Jr., connected 
with the law firm of Nixon, Hargrave, Middle- 
ton & Devans, Rochester, discused “Important 
Modifications of the Labor Law Effected Under 
the Taft-Hartley Act. 


QUAD CITIES 
Topic: INVENTORY PROBLEMS 


A round-table discussion on inventory prob- 
lems of the manufacturer, jobber, and retailer, 
was held at the regular monthly meeting of the 
Quad-Cities Control, on November 6, at the 
Davenport Club, Davenport, Iowa. 


PITTSBURGH 

Topic: PENNSYLVANIA COMMUNITY 

PROPERTY ACT 

A discussion on the ‘‘Pennsylvania Commu- 
nity Propery Act” was featured at the October 
13 regular monthly meeting of the Pittsburgh 
Control. Two guest speakers presented different 
phases of the act. Mr. Charles K. Robinson, 
partner, Dickie, Robinson & McCamey, attor- 
neys, Pittsburgh, covered the act’s relations to 
personal taxes; and Mr. Alex A. Garroway, at- 
torney, Campbell, Houck & Thomas, dealt with 
the act’s effects on trusts, wills, estates, and so 
— The meeting took place at the Duquesne 
Club. 


PHILADELPHIA 
Topic: BUSINESS TRENDS 

Mr. C. A. Sienkiewicz addressed the Phila- 
delphia Control on the occasion of their regu- 
lar monthly meeting on November 6, at the 
Warwick Hotel. Mr. Sienkiewicz, who is presi- 
dent of the Central-Penn National Bank, spoke 
on ‘Business Perspectives and Trends.” 





PENN-YORK DIVISION 
Topic: TAFT-HARTLEY ACT 
George Nadolske, of North Penn Gas Com- 
pany and Subsidiaries, Port Allegheny, Penn- 
sylvania, sponsored the October 28 meeting of 
the Penn-York Division of the Buffalo Control, 
which took place at the Potter Game Club. Mr. 
Nadolske presented Mr. C. O. Carlson of his 
firm’s Legal Department as guest speaker on the 
subject of the Taft-Hartley Act. 


NEW YORK CITY 
Topic: BUDGETS 
The New York City Control featured a 
panel discussion on the “Battle of the Budget” 
at its regular monthly meeting on November 
20, held at the Hotel New Yorker. Three 
guest speakers presented their views on the 
subject. They were: Mr. E. A. Kracke, part- 
~ner, Haskins & Sells, certified public account- 
ants, New York City; Mr. Thomas J. Quinn, 
Research Department, New York Chamber of 
Commerce, New York City; and Mr. Gilbert 
H. Clee, International Bank for Reconstruction 
and Development, Washington, D. C. 


MILWAUKEE 
Topic: BUDGETS 
The guest speaker at the November 11 meet- 
ing of the Milwaukee Control was Mr. Ed- 
ward Wm. Buge, budget manager for Mara- 
thon Corporation at Menasha, Wisconsin. Mr. 
Buge spoke on “Budgets and Budgetary Con- 
trol.” The meeting took place at the Hotel 
Schroeder. 


NEW ORLEANS 
Topic: UNEMPLOYMENT INSURANCE 
AND EMPLOYEE-EMPLOYER RELA- 
TIONS 
Short talks on “Unemployment Insurance 
Problems and Employee-Employer Relations” 
were given by Mr. George Gardiner and A. J. 
Sarre, of the New Orleans Association of Com- 
merce, at the New Orleans Control meeting on 
October 21. The Roosevelt Hotel was the scene 
of the meeting. 


LOUISVILLE 

Topic: UNEMPLOYMENT COMPENSA- 

TION 

“Unemployment Compensation” was the sub- 
ject of a talk presented by Mr. Robert E. Hat- 
ton, Louisville attorney, formerly chief counsel 
for the Kentucky Unemployment Compensa- 
tion Commission, at the October 29 regular 
monthly meeting of the Louisville Control, 
which took place at the Kentucky Hotel. 

President Harrell announced that questions 
for the “Problem Meeting’? on December 17, 
1947, should be mailed to either Mr. Harrell, 
or Mr. Johnson. He also announced that Mr. 
Sanderlin would speak to the Indianapolis Con- 
trol at their regular meeting, November 20, 
1947, 
LOS ANGELES 

Topic: COST AND EXPENSE CONTROL 

The subject of “Cost and Expense Control 
Problems’’ was considered by the Los Angeles 
Control, during its regular monthly meeting, on 
October 16. Members of the Control who ad- 
dressed the group for a period of five to ten 
minutes, included: Mr. Robert A. Eccles, of 
Gladding, McBean & Company, Los Angeles; 
Mr. Donald S. Grubbs, of United-Rexall Drug 
Company, Los Angeles; Mr. O. C. Matzner, of 




















1is 


rt- 
it- 
in, 


ort 
on 


rs 
et- 
d- 


fa- 


A- 


ce 


L 


es 
yn 
d- 
n 
of 


S 5 


IBM 


PUNCHED CARDS... 


The Key To Modern 
Accounting 

















International Business Machines Corporation, World Headquarters Building, 590 Madison Avenue, New York 22, N. Y. 





The Controller, December, 1947 


















tc 










COoe 
0> 
"~ 


—_ 


VANTi Ty 
hs. 


S€0GRap, 





~~ 





Q 







3 IBM Accounting, fast, automatic machine processes provide 
accurate, timely reports of basic accounting data, as well as any break- 
down of figures that are entered into the balance sheet or profit and 
loss statement. The IBM Method offers complete accounting. Facts are 
recorded only once in IBM Cards. The cards then are processed auto- 
matically by Electric Punched Card Accounting Machines to prepare 
various accounting reports to meet individual requirements. 


An IBM installation in your office, or an IBM Service Bureau; 
can handle any type of accounting routine. IBM Service Bureaus, manned 
by skilled personnel, are located conveniently in principal cities. 


ELECTRIC PUNCHED CARD ACCOUNTING MACHINES 
PROOF MACHINES...SERVICE BUREAUS...ELECTRIC TYPEWRITERS... 
TIME RECORDERS AND ELECTRIC TIME SYSTEMS 
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Van de Kamp’s Holland Dutch Bakers, Inc., 
Los Angeles; and Mr. Ira E. Ogden, of Bank 
of America National Trust and Savings Asso- 
ciation, Los Angeles. Their respective topics 
dealt with manufacturing, drug store merchan- 
disers, merchandising perishable products, and 
clerical work and office routine. 


KANSAS CITY 
Topic: BUDGETS 
The Kansas City Control held its regular 
monthly meeting on October 13 at the Bellerive 
Hotel. The subject of “Budgets and Budgetary 
Control’’ was discussed by two members of The 
Institute, namely, Messrs. E. K. Higley, vice 
president and controller, of Public Service Com- 
pany of Oklahoma, Tulsa, Oklahoma, and Mr. 
J. W. Cason, comptroller of Interstate Oil Pipe 
Line Company, also of Tulsa. Mr. Higley 
covered the points on ‘Budgeting in Public 
Utility Companies,” and Mr. Cason dealt with 
“Physical Capital Budgets,” and the general 
principles of budgets. A forum discussion was 
then participated in by all the members. 


INDIANAPOLIS 
Topic: COST CONTROL 
The regular monthly meeting of the Indian- 
apolis Control was held at the Lincoln Hotel, 
on October 30. Mr. Horace G. Barden, C. P. A., 
and manager of the Indianapolis office of Ernst 
& Ernst discussed ‘“‘Current Problems in Costs 

and Cost Control.” 


HARTFORD 

Topic: CONNECTICUT FAIR EMPLOY- 

MENT ACT 

The Elm Tree Inn, Farmington, Connecticut, 
was the scene of the November 6 regular 
monthly meeting of the Hartford Control. Mr. 
Edward N. Allen, chairman, Connecticut Inter- 
Racial Commission, spoke on the Connecticut 
Fair Employment Practices Act. 


DISTRICT OF COLUMBIA 

Topic: GAINS FROM PRODUCTIVITY 

The topic, ‘Distribution of Gains from Pro- 
ductivity” was presented by Mr. Roderick H. 
Riley, executive secretary of the Joint Sub- 
Committee on Distribution of the Gains from 
Increasing Productivity, of the National Plan- 
ning Association, at the regular monthly meet- 
ing of the District of Columbia Control on 
October 28. The Carlton Hotel was the scene 
of the meeting. 


DETROIT 
Topic: SECURITIES EXCHANGE 


The October 28 regular monthly meeting of 
the Detroit Control featured a talk by Mr. 
Philip L. West, director of Department of Stock 
List, New York Stock Exchange, on ‘“The Mod- 
ern Securities Exchange,’’ which was afterwards 
supplemented by a seventeen-minute sound film 
entitled “Money at Work.’’ The meeting was 
held at the Hotel Statler. 





A National Registration 
Headquarters for the 
Highest Grade Accounting 
Personnel tn America 

Mr. EMPLOYER: Are We 


Now Serving You? GORDEN N. SELBY, Executive Director 


ACCOUNTANTS EXCHANGE 


Suite 2008, Chicago Real Estate Board Building 
105 West Madison CHICAGO 2, ILL. 
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DAYTON 
Topic: EXPORT 
Colonel Hollowell, vice president-managing 
director of the Dayton Rubber Export Com- 
pany, was guest speaker at the November 13 
meeting of the Dayton Control, held at the 
Van Cleve Hotel. Colonel Hollowell gave a 
talk on “Export—lIts Possibilities and Prob- 
lems.” 


DALLAS 
ROUND TABLE DISCUSSION 


The monthly meeting of the Dallas Control 
was held on October 28, at the Dallas Country 
Club. Following dinner Mr. Lyman Dyer, of 
Lone Star Gas Company, Dallas, a member of 
the Control and a newly elected National Di- 
rector of The Institute, made a report to the 
membership on the proceedings of the Annual 
Meeting in Chicago. This was then followed by 
a round-table discussion of individual prob- 
lems. 


CLEVELAND 
TOPIC: MANAGEMENT PROFITS 


The Cleveland Control held its regular 
monthly meeting on October 13, at the Cleve- 
land Athletic Club. Mr. Allen H. Ottman, vice 
fresident and controller of American Hard Rub- 
ber Company, New York, and a member of the 
New York City Control, was guest speaker on 
the occasion, who spoke on “Management 
Profits Through Effective Economic and Sales 
Forecasting.” 


CINCINNATI 

Topic: LABOR-MANAGEMENT ACT OF 

1947 

Mr. Fred R. Rauch, vice-president and di- 
rector of industrial relations, of the Cincin- 
nati Gas & Electric Company, spoke on “‘Labor- 
Management Relations Act of 1947” at the 
regular monthly meeting of the Cincinnati 
Control, held on November 11, in the Alms 
Hotel. 


CHICAGO 

Topic: EMBEZZLEMENT AND DEFAL- 

CATION 

The subject of ‘Embezzlement and Defal- 
cation” was discussed by Mr. Gordon H. Fox, 
manager of the Surety Department of Marsh & 
McLennan, Chicago, at the meeting of the 
Chicago Control on November 20, which took 
place at the Chicago Athletic Association. Mr. 
Paul Haase, assistant secretary of The Insti- 
tute and managing editor of ‘The Controller,” 
attended the meeting during the course of a 
trip to the mid-west, and spoke briefly on In- 
stitute activities. 


CHATTANOOGA 
Topic: SIXTEENTH ANNUAL MEET- 
ING 


At the November 4 regular monthly meeting 
of the Buffalo Control, members of the Con- 
trol who had attended the Annual Meeting of 
The Institute in Chicago delivered a report on 
the proceedings, which was then discussed by 
all. The meeting was held at the Read House. 


BUFFALO 
Topic: KEY EMPLOYEES 


Dr. J. Elliott Janney, consulting psycholo- 
gist, and Cleveland partner in the firm of 
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Rohrer, Hibler and Replogle, gave a talk on “Is 
the Key to your Organization in Your Key 
People?,”’ to the members of the Buffalo Con- 
trol, at their regular monthly meeting on No- 
vember 4. The meeting took place at the Park 
Lane. 


BRIDGEPORT 
Topic: LABOR RELATIONS 
“The Controllers’ Role in Labor Relations” 
was the topic presented by Mr. Stanley G. 
House, editor of publications, of Labor Rela. 
tions Institute of New York, at the regular 
monthly meeting of the Bridgeport Control, on 
November 5. The meeting took place at the 
Graduates Club, New Haven, Connecticut. 


BOSTON 
Topic: TAFT-HARTLEY ACT 
The Boston Control featured Mr. Stephen 
G. Burke, personnel manager of Walter 
Baker Chocolate and Cocoa Division of Gen- 
eral Foods Corporation, as guest speaker at 
its regular monthly meeting and dinner on 
October 14. Mr. Burke discussed the Taft- 
Hartley Act. The meeting took place at 
Putnam and Thurston’s Restaurant, Worces- 
ter. 


BIRMINGHAM 
ROUND-TABLE DISCUSSION 


A round-table discussion started at the last 
meeting was continued on November 6 by the 
Birmingham Control. Members of the Control 
were given an opportunity to bring up their 
particular items for discussion. Specifically, Mr. 
John Pugsley, of Tennessee Coal, Iron and 
Railroad Company, Birmingham, discussed re- 
cent developments in the labor situation, and 
Mr. Richard H. Childers, of Moore-Handley 
Hardware Company, Birmingham, reviewed 
new laws passed in the last session of the 
Alabama Legislature. The meeting was held 
at the Tutwiler Hotel. 


BALTIMORE 
Topic: MODERN SECURITIES EX- 
CHANGE 

The regular monthly meeting of the Balti- 
more Control featured a talk on “The Modern 
Securities Exchange” presented by Mr. Philip 
L. West, director of the Department of Stock 
List, New York Stock Exchange. The meeting 
was held at the Lord Baltimore Hotel, on 
November 12. 

The December 10 meeting of the Baltimore 
Control will be cancelled in order that the 
members of the Control may attend a meeting 
of the Maryland Association of Certified Pub- 
lic Accountants on December 9 at the Emerson 
Hotel. Mr. Weston Smith, vice president of 
the ‘Financial World’ magazine, of New 
York, will be present as the Chapter’s guest 
speaker and will speak on “Corporate Annual 
Reports.” 


ATLANTA 
Topic: TAFT-HARTLEY ACT 


Mr. Ernest P. Rogers, member of the firm of 
Smith, Kilpatrick, Cody, Rogers, and Mc- 
Clatchey, was the guest speaker at the regular 
monthly meeting of the Atlanta Control, which 
took place on October 28, at the Piedmont 
Hotel. Mr. Rogers spoke on the Taft-Hartley 
Labor Law. 

* % * 


Three words, taxes, borrowing and 
spending stand as silent monuments to 
mark the fall and decline of character, 
credit and governmental stability in every 
hamlet, city and state throughout the 
length and breadth of this nation. O. MAx 
GARDNER. 
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Positions Wanted 











Controller—Manufacturing Executive 


Extensive industrial management back- 
ground in widely diversified manufacturing 
with large national concerns having multiple- 
plant operations. Eleven years’ controllership 
with secretary-treasurer functions; fifteen 
years as assistant to president, cost engineer, 
and executive accountant, and, in the public 
field as consultant and control systems spe- 
cialist. Now engaged. Available on reason- 
ably short call for fitting executive post with 
a well-established progressive midwestern or 
southern manufacturer. Minimum _ initial 
base salary $8,400. Résumé available. Mem- 
ber Controllers Institute of America. Ad- 
dress: Box 751, “The Controller,” One East 
Forty-Second Street, New York 17, New 
York. 


Controller—Treasurer 


Currently controller of medium-sized man- 
ufacturing company. Thoroughly versed in 
accounting systems, procedures, costs, budg- 
ets, tabulating, credits and taxes. University 
graduate. Six years’ public experience with 
national firm. Married, under 40. Minimum 
salary $9,000. Address: Box 754, “The Con- 
troller,” One East Forty-Second Street, New 
York 17, New York. 


Assistant Controller 


Available two weeks after interview. Nine 
years’ experience in commercial, industrial 
companies: petroleum, textiles, manufacturing, 
construction; developed, analyzed and _inter- 
preted costs, systems procedures, inventory con- 
trol, budgets, internai auditor and all phases 
of general accounting. Eight years’ public ac- 
counting experience, including five years as 
senior handling extensive audits: textile and 
steel manufacturers; industrials; realty com- 
pany; department stores; insurance. Assign- 
ments covered time studies, costs, reorganiza- 
tions, financial reports and taxes. Degree of 
Bachelor of Business Administration, age 
thirty-five, married, and one child. Address: 
Box 756, “The Controller,’ One East Forty- 
Second Street, New York 17, New York. 


Available 
A Major Executive 


A member of the Controllers Institute of 
America desires to open negotiation with an 
Organization where use can be made of his 
services at a salary commensurate with his 
ability and worth to the organization. Is ex- 
perienced and has definitely successful back- 
ground in labor relations, finance, accounting, 
costs, budgets, sales and management, and a 
capable administrator in any of these fields. 
He is presently connected with a large and 
well known organization as comptroller. His 
character and business record are open to the 
closest investigation. Address: Box 758, ‘The 
Controller,’ One East Forty-Second Street, 
New York 17, New York. 


Controller—Executive Accountant 


Controller and assistant treasurer presently 
employed offers twenty years of diversified 
public and industrial experience. Now serving 
in top management group of manufacturing 
concern in automotive industry. Practical ex- 
perience includes: financial, costs, budgets, 
forecasts, auditing, systems, procedures, taxes 
and reports. Age 43, salary $15,000. Willing 
to locate anywhere. Address: Box 760, “The 
Controller,” One East Forty-Second Street, 
New York 17, New York. 
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Uniset carbon interleaved busi- 
ness systems are especially 
tailored to fit the unique and indi- 
vidual needs of any job. They 
make hard jobs easy and elimin- 
ate wasted motions. 

There is no limit to Unisets’ 
cost-saving possibilities. Copies 
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ored for every job. Special die- 
cuts and short or narrow sheets 
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Detachable shipping labels— 
even tags with strings—can be 
built into Unisets to further guar- 
antee ‘no strings’’ on your office 
efficiency. 








Unisets’ new, patented pullout perfor- 
ation speeds easy, clean separation of 










copies from stub, greatly reducing 
chances of torn copies. No defacing! No 
time wasted patching or rewriting! Uni- 
set one-time carbon forms are great 
aids to typists’ speed and disposition. 
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NEW MEMBERS ELECTED 








At a meeting of the National Board of Di- 
rectors held October 19, 1947, the applicants 
named below were elected to active member- 
ship in The Institute: 


RICHARD R. ALLEN 
Levingston Shipbuilding Company, Orange, 
Texas. 

JAMES F. BIssET 
Pittsburgh Consolidation 
Pittsburgh. 

RoBErT A. Briccs 
Gillette Safety Razor Company, Boston. 

LyMAN A. CEELY 
Cyrus J. Lawrence & Sons, New York City. 

ALLIN B. CroucH 
General Electric 
New York. 

W. R. DUNN 
The Colorado Fuel and Iron Corporation, 
Pueblo, Colorado. 

O. P. GOKAY 
The Cleveland Graphite Bronze Company, 
Cleveland. 

Harry C. HAHN 
Wisconsin Telephone Company, Milwaukee. 

J. Epwin HANSON 
The O. A. Sutton Corporation, Wichita, 
Kansas. 

C. H. HEADLEE 
Westinghouse Electric Corporation, 
burgh. 

RoBERT D. HILi 
Noma Electric Corporation, New York City. 

R. PALMER HOLLISTER 
Volco Brass and Copper Company, Kenil- 
worth, New Jersey. 

ELMER L. HorsEMAN 
Rothschild & Sons, Inc., Kansas City, Mis- 
souri. 

Henry C. Hunt 
Simplex Manufacturing Corporation, New 
Orleans, Louisiana. 

H. B. LAWYER 
Forest City Products, Inc., Cleveland. 

DuNCAN P. LowE 
William Bros. Boiler & Manufacturing Com- 
pany, Minneapolis, Minnesota. 

FRANK A. NEMEC 
Lykes Brothers Steamship Company, 
New Orleans, Louisiana. 

EpwarD G. NETSCHER 
Lykes Brothers, Inc., Tampa, Florida. 

ARTHUR B. PARNALL 
The Osborn Manufacturing Company, Cleve- 
land. 

JAMES L. PoLK 
Atlas Oil and Refining Corporation, Shreve- 
port, Louisiana. 

EpwaArpD J. SANDERSON 
The Hartford Special Machinery Company, 
Hartford, Connecticut. 


Coal Company, 


Company, Schenectady, 


Pitts- 


Inc., 





Election of the 30 new 
| members named above 
_ brings the membership 
_ of The Institute to 
| 3,054 
| 











SIDNEY J. STACEY 
California Texas Oil Company, Ltd., New 
York City. 
RUSSELL K. STEFFEY 
Fort Pitt Bridge Works, Pittsburgh. 
FLADGER F. TANNERY 
Humble Oil & Refining Company, Houston, 
Texas. 
RoBert L. TETRO 
The E. Ingraham Company, Bristol, Con- 
necticut. 
ARTHUR S. TRELAWNY 
Oregon City Woolen Mills, Oregon City, 
Oregon. 
JOHN M. WALKER 
Stahl-Meyer, Inc., Brooklyn, New York. 
H. ELDON WEAKLEY 
Kansas Milling Company, Wichita, Kan- 
sas. 
Roy WIEDEMER 
The Gibson Art Company, Cincinnati. 
EUGENE A. WURSTER 
Socony-Vacuum Oil Company, Inc., New 
York City. 


Cost Cutting Seen Result of 
Wage Incentive Plans 


Sound wage incentive programs, by cut- 
ting unit costs, permit lower prices to 
consumers while simultaneously assuring 
higher wages for workers and greater sta- 





bility for industry, the Institute on Indus- 
trial Relations, sponsored by the National 
Assn. of Manufacturers, was told recently. 

“Wage incentives bring about a better 
understanding of the nature of free enter- 
prise by relating individual earnings to 
productivity,” said Neil A. Moore, vice 
president and general manager of Sealed 
Power Corp. 

Since increased productivity is needed 
to improve national and individual living 
standards, properly drawn incentive plans 
are of greater importance now than ever 
before, he said, adding: 

“Both management and workers need 
to be educated in the economic facts of 
life as they relate to wage incentives in 
the plant. The popular fallacy that new 
and better machines and processes are the 
only major requirement for increased 
production has been disproved by actual 
cases where wage incentives and improved 
work methods have been tried out.” 

A systematic approach to a sound wage 
program was advocated by Carl H. Swan- 
son, supervisor of wages and salaries for 
Standard Oil Co. (N. J.). 

“Job evaluation is not a science or a 
cure-all,” he said, “but it is an important 
‘must’ for management to maintain a sys- 
tem method of measuring the ‘money 
value’ of each job and its comparative 
worth in relation to other jobs in a com- 
pany.” 


Statement of the Ownership, Management, Circulation, Etc., Required 
By the Acts of Congress of August 24, 1912, and March 3, 1933 


Of “The Controller” published monthly at Brattleboro, Vermont, for October 1, 1947. 


State of New York, County of New York, ss. 


Before me, a Notary Public in and for the State and county aforesaid, personally appeared 
Arthur R. Tucker, who, having been duly sworn according to law, deposes and says that he is 
the Editor of “The Controller’ and that the following is, to the best of his knowledge and belief, 
a true statement of the ownership, management (and if a daily, weekly, semiweekly or triweekly 
newspaper, the circulation), etc., of the aforesaid publication for the date shown in the above cap- 
tion, required by the act of August 24, 1912, as amended by the acts of March 3, 1933, and July 2, 
1946 (section 537, Postal Laws and Regulations), printed on the reverse of this form, to wit: 


1. That the names and addresses of the publisher, editor, managing editor, and business man- 
agers are: Publisher, Controllers Institute of America, Inc., One E. 42nd St., New York 17, N. Y.; 


Editor, Arthur R. Tucker, One E. 


42nd St., New York 17, N. Y.; Managing Editor, Paul Haase, 


One E. 42nd St., New York 17, N. Y.; Business Manager, (Miss) Louise C. Knudsen, One E. 42nd 


St., New York 17, N. Y 


2. That the owner is: (If owned by a corporation, its name and address must be stated and also 
immediately thereunder the names and addresses of stockho!ders owning or holding one per cent. 
or more of total amount of stock. If not owned by a corporation, the names and addresses of the 
individual owners must be given. If owned by a firm, company, or other unincorporated concern, 
its name and address, as well as those of each individual member, must be given.) 

Controllers Institute of America, Inc., One E, 42nd St., New York 17, N. Y. No stock or bond 
holders. Membership corporation, without capital stock. 

3. That the known bondholders, mortgagees, and other security holders owning or holding 1 per 
cent. or more of total amount of bonds, mortgages, or other securities are: (If there are none, so 


state.) None. 


4. That the two paragraphs next above, giving the names of the owners, stockholders, and se- 
curity holders, if any, contain not only the list of stockholders and security holders as they appear 
upon the books of the company but also, in.cases where the stockholder or security holder appears 
upon the books of the company as trustee or in any other fiduciary relation, the name of the per- 
son or corporation for whom such trustee is acting, is given; also that the said two paragraphs 
contain statements embracing affiant’s full knowledge and belief as to the circumstances and 
conditions under which stockholders and security holders who do not appear upon the books of 
the co..pany as trustees, hold stock and securities in a capacity other than that of a bona fide 
owner; and this affiant has no reason to believe that any other person, association, or corporation 
has any interest direct or indirect in the said stock, bonds, or other securities than as so stated 


by him. 


5. That the average number of copies of each issue of this publication sold or distributed, through 
the mails or otherwise, to paid subscribers during the twelve months preceding the date shown 
above is 5,900. (This information is required from daily, weekly, semiweekly, and triweekly 


newspapers only.) 


ARTHUR R. TUCKER, Editor. 


Sworn to and subscribed before me this 2nd day of October, 1947. 





RANGHILD E. CARLSON, Notary Public 
Bx. Co. Clk’s No. 129, Reg. No. 129-C-8 
N. Y. Co. Clk’s No. 570, Reg. No. 364-C-8 


(My commission expires March 30, 1948) 
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“Right on top 
of the market...”’ 


He means the stock market—not his own company’s!... 
Curious how many men watch investments so closely— 
but wait weeks for their own firm’s monthly statement! 

Our business is making more available to management 
the basic facts of a business—earlier, and in more useful 


and intelligible form. 


McBee has helped executives of thousands of firms 
know their business better, make their decisions on verified 
fact instead of guesswork...McBee methods and products 
are basically simple, custom adapted to your needs... 
do not require elaborate installations or specially trained 
operators, are useable by your office people. 

Talking with a McBee man may save a lot of lost motion, 
time and worry...Call the nearest McBee office, or write 
New York direct. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Ave., New York, & principal cities 
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Expansion Aid for Small 
Concerns Is Advocated 


Revision of tax laws affecting the re- 
tention of earnings by small enterprises 
for expansion purposes was urged by Lau- 
rence F. Whittemore, president of the 
Federal Reserve Bank of Boston, in an 
address before the annual convention of 
the National Security Traders Associa- 
tion. Mr. Whittemore also suggested an 
easing of the regulations governing al- 
lowable depreciation of these concerns. 

“Although this is not an appropriate 
time to make large tax cuts,” he added, 
“I see no reason why we should not have 
a thorough overhauling of our tax sys- 
tem to remove inequities and to provide 
incentives to growing businesses and for 
the modernization and expansion of all 
businesses.” 

Turning to the problem of insufficient 
capital expansion, Mr. Whittemore as- 
serted that the “dead hand of securities” 
has touched not only the worker, but the 
investor as well. Some way must be 
found, he said, to tap a reasonable amount 
of the capital totaling $10,500,000 in the 
hands of New England financial institu- 
tions so that it can be used for new and 
growing enterprises. 

In order to meet the challenge to the 
free enterprise system, there must be a 
willingness to accept the dictates of com- 
petition, Mr. Whittemore said. “For busi- 
ness, this means striving constantly for 
lower prices, for lower costs, for an im- 
proved product. It means for labor, for 
agriculture and for many businesses a will- 
ingness to give up support from the pub- 
lic purse. It many mean lower tariffs, 
elimination of subsidies on farm prod- 
ucts.” 

He added that, in the final analysis, 
the free enterprise system must provide 
reasonably full employment with rewards 
to labor, management and capital which 
makes it continually attractive. He asked 
the delegates to the convention to use 
their influence in “smoothing out the 
peaks and valleys in capital expenditures” 
and asserted the time has arrived to bal- 
ance budgets and to pile up surpluses for 
the double purpose of retiring debt and 
building up a backlog of expenditures for 
leaner times. 


API Publishes Opinion Survey 
on Petroleum Industry 


A report of a survey of public opin- 
ion regarding the Petroleum Industry, 
which was prepared by Opinion Re- 
search Corporation for the American 
Petroleum Institute, has been published 
by A.P.I. under the title “Those Who 
Know You Well....Think Well of 
You.” Copies of the publication are 
available at $4.00, from the American 
Petroleum Institute, 50 West 50th 
Street, New York 20. 
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Improving relations between bankers and, 
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Thinking about what? (editorial), Mar. 119 

Tomorrow’s responsibilities for, Paget, Jan. 
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Full productivity and lower costs through 
understanding with management, Mac- 
Donald, Sept. 450 
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nation and labor monopolies are legalized, 
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Legislation, Dec. 629 
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Output increase urged, May 252 
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sought by, Oct. 503 
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Management: 
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Nov. 565 
Full productivity and lower costs through 
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Personnel-mindedness in, Stevens, Aug. 388 
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Manufacturing companies, small, simple ac- 
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Market research and that 
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“Measured daywork,” studied by companies, 
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Nathan report, can real facts catch up with? 
(editorial), Jan. 7 

National debt, effect on banking system, May 
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Newbury, Frank D., to address French Lick 
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Bright, James G., Apr. 209 
Clark, Robert W., July 374 
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Office: 
Controller’s, organization of, Hull, Mar. 136 
Forms, inventory control, Hart, Nov. 562 
Workers, five-day week growing, Mar. 126 
Oil company costs rising, Nov. 561 


Operating expenses, guage correctness of 
current (editorial), Oct. 498 
Organization: 


Controller as co-ordinator, Padgett, May 235 
Effective profit control, Sheehan, Feb. 64 
Internal, of controller's department, Rodey, 
July 346 
Outlook for ’47 and ’48, Temple, Sept. 453 
Overtime, effect of bonuses and premium pay 
on, Munson, Oct. 513 


Paper profits, Kaiser, May 233 
Pension and profit-sharing plans: 
Banks, Sept. 478 
Current pension plan problems, Mar. 140 
Personal notes about controllers, Jan. 48, Feb. 
100, Mar. 154, Apr. 206, May 258, June 
318, July 374, Aug. 424, Sept. 486, Oct. 
542, Nov. 594, Dec.654 
Personnel-mindedness in management, Stevens, 
Aug. 388 
Portal-to-portal pay: 
Accounting treatment of claims (editorial), 
Mar. 118 
Claims could cause tax losses to govern- 
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(editorial), Jan. 6 
Result of court decision, Jan. 36 
Settlements, deduction on _ tax 
Fournier, Mar. 128 
Postwar economic and social heritages abroad 
outlined, Duhig, Sept. 452 
Premium pay, effect on overtime, Munson, 
Oct. 513 
Prentis, H. W., to be banquet speaker at 
Mid-West Conference, Apr. 209 
Price and production trends in our economy: 
Broader aspects, Dorau, Jan. 16 
Tax influences, Foster, Jan. 17 
Price of freedom, Prentis, Aug. 394 
Price-quantity interactions in business cycles 
studied, Aug. 390 
Prices: 
Adjustments, business’ role in, June 310 
Continued rises forecast by BAE, Feb. 112 
Free society and, Schmidt, June 276 
Retail, too high? Myler, Dec. 626 
Producers, capital goods, some 
problems of, Kiessling, Feb. 67 
Production: 
Frontiers of, Stillwell, June 287 
Full, and lower costs through labor and 
management understanding, MacDonald, 
Sept. 450 
Key to prosperity noted in 20th Century 
Fund study, June 308 
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Broader aspects, Dorau, Jan. 16 
Tax influences, Foster, Jan. 17 
Production control: 
Streamlining, Rankin, May 222 
Utilizing tabulating equipment, Lippincott, 
Aug. 391 
Profit control, organization for 
Sheehan, Feb. 64 
Profit-sharing, see Pension and profit-sharing 
plans 
Profits: 
Banks’, “unprecedented,” July 373 
Free society and, Schmidt, June 276 
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In 1946 normal in relation to national 
income, June 294 
Limited price variety stores, surveyed, Feb. 
91, Dec. 650 
Misconceptions concerning, correcting (edi- 
torial), Oct. 498 
Paper, Kaiser, May 233 é 
Report to Congress contradicts views of 
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Statements, public opinion—a ghost that 
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Replacement: 
Basis urged for depreciation tax deductions, 
July 348 
Fund, plant, 
June 288 
Reports: 
Annual: 
Dissemination of (editorial), June 275 
Need for understanding, Surface, Sept. 
444 
Trends in reporting, Jarchow, Sept. 445 
Corporate: 
Stockholders, trends in, Lieberman, Feb. 
82 
What does the public want in, Hennessy, 
Nov. 579 
Financial: 
Confidential, to be protected (editorial), 
Mar. 119 
Corporate (editorial), June 274 
Prepared by controller, Hull, Oct. 515 
Research, market, and that unfilled orders 
backlog, Faville, May 226 
Retail prices, are they too high? Myler, Dec. 
626 
Robinson-Patman Act banned as defense in 
sales contract suit, July 372 
Ruhr coal key to European recovery, Szymczak, 
Nov. 582 


issue troubles management, 


Scanning the controllership scene, Haase, Jan. 
28, Feb. 84, Mar. 138, Apr. 188, May 240, 
June 296, July 352, Aug. 404, Sept. 464, 
Oct. 521, Nov. 574, Dec. 636 

Schools of business thought, three, Nourse, 
May 220 

Section 102, Internal Revenue Code: 
“Ground rules’ for corporate 

policy outlined, May 246 
Policy on, held threat to sound credit, Mar. 


dividend 


144 
Problems discussed by Dayton Control, 
Mar. 153 


Revision could provide aid for small cor- 
porations, July 356 
Suspension by Congress advocated, June 304 


Securities Act of 1933, revision (editorial), 


Apr. 170 


Securities and Exchange Commission: 


Amendments to Supplement S-T, Mar. 158 

Amends Form 10 instruction book, Aug. 412 

Continues Rule 131 unchanged, Sept. 474 

Corporations working capital surveyed by, 
May 250 

Extends Rule U-9 of Holding Company Act, 
Sept. 470 

Inquiry forms (editorial), Aug. 387 

Revises financial statement requirements of 
investment firms, Jan. 53 

Simplified registration form effective April 
1, Mar. 140 
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Social security: 

Expanded, urged in federal reserve study, 
Feb. 73 

Form W-2 for reporting, Gesick, Dec. 630 

305 billions assets estimated as citizens’, 
May 221 

Statements: 

Earnings, rearrangement 
torial), Jan. 6 

Financial: 

Many do not believe in (editorial), May 
218 

Recent trends in, Ludolph, Mar. 120 

Public distrust revealed by Controllership 
Foundation study, May 225 

SEC revises requirements of investment 
firms, Jan. 53 

Profit, public opinion—a ghost that haunts 

(editorial), Jan. 6 
Steel industry, cost problems in, Hanley, Feb. 
74 
Stock option 
Dec. 648 
Strikes: 

Federal ban asked on, that hit public health 
and safety, June 324 

Time lost by, tops U. S. record, Feb. 91 

Studies, see Surveys and studies: 

Suggestion systems, Hindmarch, June 289 

Supervision, effective, establishing, Walls, Feb. 
79 

Surplus: 

Distributable, accounting for under New 
York’s amended unemployment insurance 
law, Williams, June 298 

Sales return dips, Sept. 474 

Surveys and studies: 

Accounting treatment of factory costs and 
capital assets, Nov. 559 

Bank record retainment study released, Sept. 
475 

Economic activities of U.S. people, Dec. 634 

Expanded social security urged in federal 
reserve study, Feb. 73 

Expenses and profits of limited price variety 
stores, Feb. 91 

Five-day week for office workers growing, 
Mar. 126 

Industry-wide collective bargaining opposed 
by Brookings study, Apr. 175 

Latin-American commercial credit 
show decline, Oct. 534 

National debt conclusions summarized, Feb. 
112 

Oil company costs rising, Nov. 561 

Operating results of department and spe- 
cialty stores, Feb. 106 

Pay differentials for executives and super- 
visors, NICB, Oct. 543 

Postwar cotton textiles, 1939 distribution 
pattern holds in, Sept. 480 

Price-quantity interactions in business cycles, 
Aug. 390 

Production as key to prosperity noted by 
20th Century Fund study, June 308 

Public distrust of financial statements re- 
vealed, May 225 

Railroad earnings, Feb. 103 

“Small business’ is optimistic, Feb. 111 


proposed  (edi- 


rule, Knutson asks reversal, 


ratings 


Tabulating equipment, production control uti- 


lizing, Lippincott, Aug. 391 


Taft-Hartley Law, see Labor-Management Re- 


lations Act of 1947 


Taxation: 


Accounting concepts and, Aug. 416 

Double, controllers’ part in abolishing 
(editorial), Feb. 62 

Federal, urgently needed changes in, Ver- 
non, May 229 

Revenue legislation, controllers’ recommen- 
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dations concerning (editorial), Feb. 62 
Section 102, see Section 102 
Taxes: 
Deduction of portal-to-portal pay 
ments, Fournier, Mar. 128 
Depreciation deductions, replacement basis 
urged for, July 348 
Excess profits, repeal cut federal revenues, 
Jan. 37 
Federal: 
Current review of, for controllers, Fournier, 
July 354 
Picture as seen from Washington, Curtis, 
Apr. 172 
Five-point state program, July 380 
Income, tax year change urged by Lutz, Feb. 
98 
Influence on price and production trends, 
Foster, Jan. 17 
Problems; typical (editorial), May 219 
Public power and, Wehe, Nov. 569 
Refund statute, neglected: Section 711, 
Landman, Apr. 183 
Rulings published by Excess Profits Tax 
Council, highlights on, Greeley, June 284 
States’ legislatures adding new and increas- 
ing old, Sept. 485 
Treasury “watch dogs’ are 
evaders, May 232 
Tremendous task (editorial), June 275 
Thawing the frozen price of brains, Davidson, 
Feb. 86 
Tomorrow’s responsibilities for the controller, 
Paget, Jan. 8 
Trade restoration, U. S. stake in world-wide 
is depicted, July 366 
Training: 
In controller’s department under unionized 
conditions, Clawson, Oct. 500 
Professional, for the controller, 
June 292 
Transportation in the next decade, Colwell, 
Feb. 92 


settle- 


rounding-up 


Kozelka, 


Unemployment insurance law, New York’s, 
accounting for distributable surplus under, 
Williams, June 298 

Unfilled orders backlog, market research and, 
Faville, May 226 

Urquhart, Paul J., retires from Aluminum Co., 
Mar. 148 


Variety stores, limited price, expenses and 
profits surveyed, Feb. 91 


Wage-Hour Law, amendment in interest of 
fairness is overdue (editorial), Jan. 6 
Wages: 
Accrued, accounting treatment, Dec. 623 
Demand for increases widespread, but 
“second round” postponed, Jan. 38 
Expense, control and reduction, Balmer, 
Sept. 458 
Free society and, Schmidt, June 276 
Guaranteed annual: 
Demands called 
horse,”’ July 356 
Mirage or reasonable goal? Aug. 403 
Plan requires careful analysis, Apr. 186 
Stabilized employment and, Baker, June 
282 
Werner, June 281 
Incentive: Individual or over-all? July 364 
Incentive system, tested, Croft, Apr. 180 
Nathan report, can real facts catch up with? 
(editorial), Jan. 7 


“putting cart before 


White-collar morale: Problem in human re- 


lations, Cool, Mar. 125 


Work-week, let’s define (editorial), Feb. 63 
World’s Fair in St. Louis? (editorial), May 


219 








Ahearn, C. M., Cost accounting—principles 
and practice, Dohr and Ingram (book re- 
view), Jan. 44 


Baker, Robert Osborne, Guaranteed wages and 
stabilized employment, June 282 

Balmer, Stanley L., Control and reduction of 
wage and salary expense, Sept. 458 

Bowen, Howard R., Today’s and tomorrow’s 
trends in American business, Jan. 20 

Broad, Samuel J., Property accounting, Jan. 12 

Bromberg, Benjamin B., Aids for retailers 
(book reviews), June 316 

Browne, Dudley E., Controllership’s horizons 
explored at Pacific Coast Conference, July 
349 

Burbott, E. W., Outline of qualifications of 
prospective controller, June 306 

Burrill, C. L., Observations on budgetary con- 
trol, Dec. 612 


Carey, John L., Defalcation in relation to 
audit, internal control and fidelity bonds, 
Mar. 127 

Carr, Frank J.: 

Practical controllership, Anderson (book re- 
view), Aug. 410 

“What” of controllership (book review), 
Dec. 642 

Carroll, Gay, Current problems of the con- 
troller, Apr. 190 

Clark, Roy H., Banker tells how to get capital, 
Aug. 393 

Clawson, J. H., Training and promotion in 
controller’s department under unionized con- 
ditions, Oct. 500 

Colwell, A. T., Transportation in the next 
decade, Feb. 92 


Committee on Technical Information and 

Research: 

Accounting treatment of accrued wages, 
Dec. 623 


Duties of the internal auditor, July 336 

Cool, O. C., White-collar morale: Problem in 
human relations, Mar. 125 

Crofts, A. C., Tested wage incentive system, 
Apr. 180 

Curtis, Carl T., Federal tax picture as seen 
from Washington, Apr. 172 


Davidson, Clinton, Jr., Thawing the frozen 
price of brains, Feb. 86 

Dorau, Herbert B., Broader aspects of price 
and production trends in our economy, Jan. 
16 

Duhig, S. W., Postwar economic and social 
heritages outlined, Sept. 452 


Ellis, Ralph W., How to control employee 
productivity and turnover, July 340 


Faville, David E., Market research and that 
unfilled orders backlog, May 226 
Fenner, James B., Outline of internal auditing, 
Schmidt (book review), Apr. 204 
Foster, J. Rhodes, Tax influences on price and 
production trends in our economy, Jan. 17 
Fournier, A. J.: 
Current review of federal taxes for control- 
lers, July 354 
Deduction on tax returns of portal-to-portal 
pay settlements, Mar. 128 
Francis, Ely, Budgeting procedures for the 
small corporation, June 280 


Gessner, E. J., Distribution cost analysis and 
control, May 234 

Gill, John D., Faith needed in greater eco- 
nomic future, Apr. 198 

Glass, Irving R., Overhead cost fallacies, Oct. 
508 

Greeley, Harold Dudley, Highlights on rulings 

published by Excess Profits Tax Council, 

June 284 
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EEE speeds Payroll Accounting 


A Division oF ConsouipaTeo Grocers CORPORATION 


ReE1ip MuRDOCH,( 


Underwood Corpuration 


Pryrout ACCOUNTING 

had been a problem for 

Reid Murdoch of Chi- 
cago. They were troubled with peak loads . . . they 
needed accuracy . . . greater speed . . . and simplicity. 

Today, they have the answer to their problems in the 
versatile Underwood Sundstrand Accounting Machine. 
This machine prepares five different Payroll Records plus 
General Ledger postings . . . saves time, saves labor and 
holds down accounting costs. 

With Sundstrand, you don’t have to make supple- 
mentary computations to get totals for governmental 
reports. In addition to Total Gross Earnings and Quar- 
terly Taxable Wages Paid, Sundstrand automatically 
computes and prints to-date totals of Withholding Taxes 
and Federal Insurance contributions. Sundstrand also 
automatically indicates gross earnings in excess of the 
$3,000 taxable limit. Sundstrand does this as part of the 
payroll posting operation. Peak loads, formerly caused 
by extra computation work, are eliminated. 

Remember Sundstrand for simplicity, too! Just 10 
numeral keys arranged under the fingertips of one hand. 
Your present employees can develop a speedy “touch 
method” after only a few hours’ practice. 

There are many other reasons why accountants in every 
line of business recommend Sundstrand. Call your Under- 
wood representative for further information. 





These 5 separate applications are prepared by the 
same Underwood Sundstrand Accounting Machines 


1. Payroll Journal and Payroll Check including 
Earnings and Deduction Statement. 
Employee's Federal Tax Record. 

Salesmen's Earnings, Tax and Expense Record. 
Savings Bond Records. 
Salesmen's Commissions and Sales Records. 








Underwood Corporation 


. Typewriters . . . Adding Machines 
. . . Carbon Paper . . . Ribbons and other Supplies 
New York 16, N. Y. 


Underwood Limited, 135 Victoria Street, Toronto 1, Canada 


Accounting Machines . . 
One Park Avenue 


Sales and Service Everywhere ©1947 











